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OUTER CONTINENTAL SHELF LANDS ACT
AMENDMENTS OF 1976

MAY 4, 1976.—Committed to the Committee of the Whole House on the
State of the Union and ordered to be printed

Mr. MurenY of New York, from the Ad Hoc Select Committee on the
Outer Continental Shelf, submitted the following

REPORT
together with

ADDITIONAL SUPPLEMENTAL AND
MINORITY VIEWS

(To accompany H.R. 6218)

The Ad Hoc Select Committee on the Outer Continental Shelf, to
whom was referred the bill (H.R. 6218) to establish a policy for the
management of oil and natural gas in the Quter Continental Shelf,
to protect the marine and coastal environment, to amend the Outer
Continental Shelf Lands Act, and for other purposes, having con-
sidered the same, reports favorably thereon with- amendments and
recommends that the bill as amended do pass.

The amendments are as follows:

Strike all after the enacting clause and insert in lieu thereof the
following:

That this Act may be cited as the “Outer Continental Sheif Lands Act Amend-
ments of 1976".

TABLE OF CONTENTS

TITLE I—FINDINGS AND PURPOSES WITH RESPECT TO MANAGING
THE RESOURCES OF THE OUTER CONTINENTAL SHELF

Sec. 101. Findings.
Sec. 102, Purposes.
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TITLE II—AMENDMENTS TO THE OUTER CONTINENTAL SHELF

LANDS ACT
Sec. 201. Definitions.
Sec. 202. National policy for the Outer Continental Shelf.
Sec. 203. Laws applicable to the Outer Continental Shelf,
Sec. 204. Outer Continental Shelf exploration and development administration
Sec. 205. Revision of bidding and lcase administration.
Sec. 208. Outer Continental Shelf oil and gas exploration,
Sec. 207. Annual report.
Sec. 208. New sections of the Outer Continental Shelf Lands Act.
“Sec. 18, Outer Continental Shelf leasing program,
“Sec. 10. Regional Outer Continental Shelf Advisory Boards.
“Sec. 20. Baseline and monitoring studies.
“Sec. 21, Safety regulations.
“Sec. 22, Enforcement,
“Sec. 23, Citizen suits, court jurisdiction, and judicial review.
“Sec. 24. Remedies and penalties.
“Sec. 25.. Oil and gas development and production.
“Sec. 28, Outer Continental Shelf oil and gas Information
_program,
“Sec. 27, Federal purchase and disposition of oil and gas.
t “Sec. 28, Limitations on export,”

TITLE III—OFFSHORE OIl SPILL POLLUGTION FUND

Sec. 301. Definitions.

Sec. 302. Establishment of the Fuud and the revolving account.
Sec. 303. Prohihition.

Sec. 304. Notification.

Sec. 305. Removal of discharged oil.

Sec. 308, Duties and powers.

Sec. 307, Recoverable damages.

Sec. 308. Cleanup costs and damages.

Sec. 309. Disbursements from the revolving account,
Sec. 310. Fee collection ; deposits in revolving account.
Sec. 311. Financial responsibility.

Sec. 312, Trustee of natural resources.

Sec. 313. Claims procedure.

Sec. 314. Judicial review.

Sec. 315. Class actions.

Sec. 316. Representation. -

Sec. 317. Jurisdietion and vens‘e

Sec. 318. Access to records.

Sec. 319. Public access to information,

Sec. 320. Annual report.

Sec. 321. Authorization of appropriations.

Sec. 322, Relationship to other law,

TITLE IV—AMENDMENTS TO THE COASTAL ZONE
MANAGEMENT ACT OF 1972

Sec. 401. Amendments to the Coastal Zone Management Act of 1972.
TITLE V=-MISCELLANEOUS PROVISIONS

Sec. 501. Review of shut-in or flariug wells.

Sec. 302, Review and revision of royalty payments.
Sec. 503. Natural gas distribution.

Sec. 704, Relationship to existing law.,

TITLE I—FINDINGS AND PURPOSES WITH RESPECT TO MANAGING
THE RESOURCES OF THE OUTER CONTINENTAL SHELF

FINDINGS

Skec. 101. The Congress finds and declares that—
(1) the demand for energy in the United States is increasing and will con-
tinue to increase for the foreseeable future:
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(2). domestic production of ofil and gas has declined in.recent years;

(3) the United States has become increasingly dependent upon imports
of ol from foreign nations to meet domestic energy demand;

(4) increasing reliance on imported oil is not inecvitable, but is rather
subject to significant reduction by increasing the development of domestic
sources of energy supply ;

(5) consumption of natural gas in the United States has greatly exceeded
additions to domestic reserves in recent years:

(8) technology is or can e made available which will allow significantly
increased domestic production of oil and gas without undue harm or damage
to the environment ;

(7) the Outer Continental Shelf contains significant quantities of.petro-
leum and natural gas and js.u vital national resource reserve which must
be carefully managed so as to realize fair value, to preserve and maintain
competition, and to reflect the public interest;

(8) there presently exists a variety of technological, economic, environ-
mental, administrative, and legal problems which tend to retard the devel-
opment of the oil and natural gas resources of the Quter Continental Shelf;

(9) environmental and safety regulations relating to activities on the
Outer Continental Shelf should be reviewed in light of current technology
and information ;

(10) the development, processing, and distribution of the oil and gas
resources of the Outer Continental Shelf, and the siting of related energy
facllities, may cauve adverse impacts on the various coastal States and‘other
States ;

(11) policies, plans, and programs developed by coastal and other States
in response to activities on the Quter Continental Shelf cannot anitcipate
and ameliorate such adverse impacts unless such States are provided with
timely access to information regarding activities on the Outer Continental
Shelf and an opportunity to review and comment on decisions relating to
such activities;

(12) because of.the national interest served by the development and
production of the resources of the Outer Continental Shelf, the Federal
Government should provide financial assistance to coastal and other States
to assist them in planning for and ameliorating the impacts associated with
such development and production;

(13) funds must be made available to pay for the prompt removal of
any oll spilled or discharged as a result of activities on the Outer Conti-
nental Shelf and for any damages to public or private interests caused by
such spills or discharges ; and

(14) because of the possible conflicts between exploitation of the oil and
gas resources in the Outer Continental Shelf and other uses of the marine
environment, including fish and shellfish growth and recovery, and recrea-
tional activity, the Federal Government must assume responsibility for the
minimization or elimination of any conflict associated with such exploitation.

PURPOGES

Src. 102, The purposes of this Act are to—

(1) establish policies and procedures for managing the oil and natural gas
resources of the Outer Continental Shelf in order to achieve national eco-
nomic and energy policy goals, assure national security, reduce dependence
on foreign energy sources, and maintain a favorable balance of payments
in world trade;

(2) preserve, protect, and develop oil and natural gas resources in the
Outer Continental Shelf in a manner which i8 consistent with the need
(A) to make such resources available to meet the Nation’s energy needs
as rapidly as possible, (B) to balance orderly energy resource development
with protection of the human, marine, and coastal environments, (C) to
insure the public a fair and equitable return on the resources of the Outer
Continental Shelf, and (D) to preserve and maintain free enterprise
competition;

(3) encourage development of new and improved technology for energy
resource production which will eliminate or minimize risk of damage to
the human, marine, and coastal environments;

(4) provide States which are impacted by Outer Continental Shelf ofl
and gas exploration, development, and production with comprehensive
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assistance in order to anticipate and plan for such impact, and thereby to
&ssure adequate protection of the human envh%mxmntp;'l ' reby ¢

(5) assure that States have timely access to Information regarding
activities on the Outer Continental Shelf, and opportunity to review and
comment on decisions relating to’ such act.vities, in order to anticipate,
ameliorate, and plan for the impacts of such activities; ,

(6) assure thal States which are directly affected by exploration, develop-
ment, and production of oil and natural gas are provided an opportunity to
perticipate in policy and planning decisions relating to management of the
resources of the Outer Continental Shelf ;

(7) minimize or eliminate confiicts between the exploration, development,
and production of oll and natural gas, and the recovery of other resources
such as fish and shelifish ;

(8) provide financial assistance to States to assist thein in planning for
and ameliorating the impacts of activities on the Outer Continental Shelf;

(9) establish an oil spill ability fund to pay for the prompt removal of
any oil spilled or discharged as a result of activities on the Outer Continental
Shelf and for any damages to public or private interests caused by such
spills or discharges ; and

(10) insure that the extent of oil and natural gas resources of the Outer
Continental Shelf is assessed at the earliest practicable time.

TITLE II—~AMENDMENTS TO THE OUTER CONTINENTAL SHELF
LANDS ACT

DEFINITIONS

Sgc. 201. (a) Paragraph (c) of section 2 of the Outer Continental Shelf -Lands
Act (43 U.8.C. 1331) Is amended to read ax follows

“(¢) The term ‘lease’ means uny form of authorization which is fssued under
section 8 or maintained under section 8 of this Act and which authorizes explora-
tion for, and development and production of, deposits of oil, gas, or other
minerals;”.

(b) Such section ix further amended—

(1) in subsection (d), by striking out the period and Insertlag in lleu
thereof a semicolon ; and

(2) by adding at the end thereof the following new paragraphs:

“(e) The term ‘coastal zone’ means the coastal waters (including the lands
therein and thereunder) and the adjacent shorelands (including the waters
therein and thereunder), strongly influenced by each other and in proximity to
the shorelines of the several coastal States, and includes ixlands, transitional
and intertidal areas, salt marshes, wetlands, and beaches, which zone extends
seaward to the outer limit of the United States territorial sea and extends inland
from the shorelines to the extent necessary to control shorelands, the uses of
which have a direct and significant. impact on the coastal waters, and the inward
toundaries of which may be identified by the several coastal States, pursuant
to the authority of section 305(b) (1) of the Coastal Zone Management Act of
1972 (16°0.8.C. 1454 (W) (1)) ; .

“(f) The term ‘coastal State’ means a State of the United States in, or border-
ing on, the Atlantic, Pacific, or Arctic Ocean, the Gulf of Mexico, or Long Island
‘8ound, or one or more of the Great Takes, and such term includes Puerto Rico,
the Virgin Islands, Guam, and American Samoa;

“(g) The term ‘affected State’ means, with respect to any program, plan, lease
sale, or other activity, proposed, conducted, or approved pursuant to the provi-
stong of this Act, any State—

“(1) the laws of which are declared, pursuant to section 4(a) (2) of this
Act. to be the law of the United Statex for the portion of the outer Conti-

_nental Shelf on which such activity i, or I8 proposed to be, conducted ;

“(2) which Is or I8 proposed to be directly connected by transportation
tacilities to any artificial island or structure referred to In section 4(a) (1)
of this Act:

“(3) which is receiving, or in accordance with the proposed activity, will
recelve, oll for processing, refining, or transshipment which was extracted
trom the outer Continental Shelf and transported by means of vessels or by
a combination of means including vessels:

“(4) which i desiznated by the Secretary as & State in which there is a
gubstantial probability of significant impact on or damage to the coastal,
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marine, or human environment, or a State in which there will be significant
changes in the soclal, governmental, or economic infrastructure, resulting
from the exploration, development, and production of ofl and gas anywhere
on the outer Continental Shelf ; or

*(5) in which the Secretary finds that there is, or will be, & significant risk
of serious damage, due to factors such as prevailing winds and currents, to
the marine or coastal environment in the event of any oilspill, blowout, or
release of ofl or gas from vessels, pipelines, or other transshipment facilities;

“(h) The term ‘marine environment’ means the physical, atmospheric, and
biological components, conditicns, and factors which interactively determine the
productivity, state, condition, and -quality of the marine .ecosystem, including
the waters of the high seas, the contiguous zone, transitional and intertidal
areas, salt marshes, and wetlands within the coastal zone and on the outer Con-
tinental Shelf of the United States; )

“(1)- The term ‘coastal environment’ means the physical, atmospheric, and
biological compounents, conditions, and factors which interactively determine
the productivity, state, condition, and quality of the terrestrial ecosystem from
the shoreline inward to the boundaries of the coastal zone ;

“(J) The term ‘human environment’ means the physical, esthetic, social, and
economic components, conditions, and factors which interactively determine the
state, condition, and quality of living conditions, recreation, air and water,
employment, and health of those affected, directly or indirectly, by activities
oceurring in the outer Continental Shelf of the United States ;

*(k) The term 'Governor' means the Governor of a State, or the person or
entity designated by, or pursuant to, State law to exercise the powers granted
to such Governor pursuant to this Act;

*(1) The term ‘exploration’ means the process of searching for oll, natural
Kas, or other minerals, including (1) geophysical surveys where magnetic, gravity,
seismic, or other systems are used to detect or imply the presence of such re-
sources, and (2) any drilling, whether on or off known geological structures,
including the drilling of a well in which a discovery of oil or natural gas in
commercial quantities is made, and the drilling of any additional delineation
well after such discovery wbich is needed to delineate any reservoir and to
enable the lessee to determine whether to proceed with development and
production ; )

“(m) The term ‘development’ meany those activities which take place follow-
ing discovery of oil, natural gus, or other minerals in commercial quantities,
including geophysical activity, drilling, platform construction, and operation
of all on-xhore support facilities, aid which are for the purpose of ultimately
producing the resources discovered ;

“(n) The term ‘production’ means those activities which take place after the
successful completion of any means for the removal of resources, including such
removal, fleld operations, transfer of oll, natural gas, or cther minerals to
shore, operation monitoring, maintenance, and work-over drilling;

*(6) The term ‘antitrust law’ means—

“{1) the Act entitled *An Act to protect trade and commerce against un
lawtul restraints and monopolies’, approved July 2, 1800 (15 U.S.C. 1 et
ned).) ;

*(2) the Act entitled *An Act to supplement existing laws against un-
lawful restraints and monopolies, and for other purpeses’, approved October
15, 1914 (15 U.S.C. 12 ¢t seq.) @

“(3) the Federal Trade Commission Act (15 U.S.C. 41 et seq.):

“(4) sections 73 and 74 of the Act entitled ‘An Act to reduce taxation, to
provide revenue for the Govermnent, and for other purposes’, approved Au-
gust 27, 1804 (15 U.8.C.8and 9) ; or

“(5) the Act of Juue 19, 1938, chapter 7392 (15 U.8.C. 13, 13a, 13b, and 21z ;

“(p) The tern ‘fair market value' means the value of any oil, gas, or other
mineral (1) computed at a unit price equivalent to the average unit price at which
such mineral was gold pursuant to a lense during the period for which any roy-
alty or nét profit share ix accrued or reserved tn the United States pursuant to
such lease, or (2) If there were no such sales, or if the Secretary finds that there
were an insuficient number of such salexs to equitably determine such value, com-
puted at the average unit price at which such mineral was gold pursuant to other
leases In the same region of the outer Continental Shelf during such period, or
(8) if there were no sales of fuch mineral from such region during such period,
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or if the Secretary finds that.there are an insufficient number of such sales to
equitably determlr{e such value, at an appropriate price determined by the Sec-
retary ; and _

“(q) The term ‘major Federal action’ means any action or pmposal'by the
Secretary which is subject to the provisions of section 102(2) (C) of the National
Environmental Policy Act of 1969 (42 U.S.C. 4332(2) (C)).".

NATIONAL POLICY FOR THE OUTER CONTINENTAI SHELF

Src. 202, Section 3 of the Outer Continental Shelf Lands Act (43 U.8.C. 1332)
is amended to read as follows :

“Sec. 3. NATIONAL PoricY ¥oR THE OUTER CONTINENTAL SHELv.—It {8 herzby
declared to be the policy of the United States that— .

“(1) the subsoil and seabed of the outer Continental Shelf appertain to the
United States and are subject to its jurisdiction, control, and power of dis-
position as provided in this Act;

“(2) this Act shall be construed in such a manner that the character ot
the waters above the outer Continental Shelf as high seas and the right to
navigation and fishing therein shall not be affected :

“(3) the outer Continental Shelf is a_vital national resource reserve held
by the Federal Government for the public, wihich should be made available
for orderly development, subject to environmental safeguards, in a manner
which is consistent with the maintenance of competition and other national
needs ;

“(4) since exploration, development, and production of tke mineral re-
sources of the outer Continental Shelf will have xignificant impacts on
coustal ani non-coastal areas of the coastal States, and on other affectad
States, and, in recognition of the national interest in the effective man-
agement of the marine, coastal, and human environments—

*“(A) such States may require assistance in Protecting their coastal
zones and other affected areas from any temporary or permanent ad-
verse effects of such impacts ; and

“(B) such States areentitled to an opportunity to participate, to the
extent: consistent with the national interest, in the policy and ‘planning
decisions made by the Federal Government relating to exploration for,
and development and production of, mineral resources of the outer Con-
tinental Shelf;

“(5) the rights and responsibilities of all States to preserve and protect
thelr marine, human, and constal environments through such means as regu-
lation of land, air, and water uses, of safety, and of related development and
activity should be considered and recognized ; and

“(8) operations in the outer Continental Shelf should be conducted in a
safe manner by well-trained personnel using technology, precautions, and
techniques sufficient to prevent or minimize the likelihood of blowouts, loss
of well control,; fires, spillages, physical obstruction to other users of the
witers or subsoil and seabed, or other occurrences which may cause damage
to the environment or to property, or endanger life or health.”.

LAWS APPLICABLE TO THE 'oum CONTINENTAL SHELY

Ske. 203, (a) Section 4(a) (1) of the Outer Continental Shelf Lands Act (43
U.8.C. 1333(n) (1)) is amended—

(1) by striking out “and fixed structures” and inserting in lieu thereof ¢,
and all structures permanently or temporarily attached to the sealwd),” ; and

(2) by striking out “removing, and transporting resources thierefrom® and
Inserting in len thereof “or producing resourcex therefrom, or any such
structure (other than a ship or vessel) for the purpose of transporting such
resources”,

(1) Section 4(n) (2) of such Act Ix amended to read ag follows:

*(2) (A) To the extent that they ure applicable and not Inconsistent with this
Act or with other Federal laws and regulations of the Secretary now i effect or
hereafter adopted. the civil and criminal lawx of each coustal State adjacent to
the outer Coutinentnl Shelf, ax in effect on the date of enactment of this pura-
graph, are hereby declared to be the law of the United States for that portion
of the xubxoil and senbed of the outer Continental Shelf, and those artificial
Islands and structures referred to in paragraph (1) of this subsection, which
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would be within the area of such State if 'its boundaries were extended seaward
to the outer margin of the outer Continental Shelf. After such date of enactment—

“(1) any change ia any criminal law of such State-shall be adopted as
the law of the United States, for purposes of this paragraph, at the same
time such change takes effect in such State; and

“(if) any change in any civil law of such State during the five-year period
beginning on such date of enactment shall be adopted as the law of the
United States, for purposes -of this paragraph, at the end of such five-year
period, and any change during any subsequent five-year period shall be
adopted in the same manner at the end of the five-year period in which such
change occurs,

Within one year after the date of enactment of this paragraph, the President
shall determine and publish in the Federal Register projected lines extending
seaward and defining each such area. The President may, prior to such determina-
tion, establish procedures for settling any outstanding boundary disputes relating
to the projection of such lines, All of such applicable and consistent State laws
shall be administered and enforced by the appropriate officers and courts of the
United States. State taxation laws shall not apply to the outer Continental Shelf.

“(B) Within one year after the date of enactment of this paragraph, the
President 'shall establish procedures for settling any outstanding international
boundary dispute respecting the outer Continental Shelf, including any dispute
involving international boundaries between the jurisdictions of the United States
und Canada and between the jurisdiction of the United States and Mexico.”.

(c) Section 4(d) of such Act is'-amended to read as follows:

“(d) For the purposes of the National Labor Relations Act, any unfair labor
practice, as defined in such Act, occuiriug upon any artificial island or structure
referred to in subsection (a) of this section shall be deemed to have occurred
within the judicial district of the coastal State, the laws of which apply to such
artificial island or structure pursuant to such subsestion, except that untii the
President determines the areas within which such State laws are applicable, the
Judicial district shall be that of the coastal State nearest the ‘place of location
of such artificial island or structure.”.

(d) Section 4 of such Act is amended—

(1) in paragraph (1) of subsection' (e), by striking out “the islands and
structures referred to in subsection (a)"”, and inserting in lieu thereof “the
artificial islands and structures referred to in subsection (a)”;

(2) in subsection (f), by striking out “artificial islands and fixed struc-
tures located on the outer Continental Sheif” and inserting in lieu thereof
“the artificial islands and structures referred to in subsection (a)”; and.

(3) in subsection (g), by striking out “the artificial islands and fixed
structures referred to in subsection (a)” and inserting in lieu thereof “the

.artificial islands and structures referred to in subsection (a)”.

(e): Section 4(e) (1) of such Act is amended by striking out “head” and in-
serting in lieu thereof “Secretary”.

(f) Section 4(e) (2) of such Act is amended to read as follows:

*(2) The Secretary of the Department in which the Coast Guard is operating
shall mark for the protection of navigation any artificial island or structure
referred to in subsection (a) whenever the owner has failed suitably to mark
such island or structure in accordance with regulations issued under this Act,
and the owner shall pay the cost of such marking.”.

(g) Section 4 of such Act i8 further amended by striking out subsection (b)
and relettering submections (c), (d), (e), (f), and (g) as subseciions (b),
(¢}, (4), (e), and (f), respectively,

OUTER CONTINENTAL SHELF EXPLORATION AND DEVELOPMENT ADMINISTRATION

Src. 204. Section 3 of the Outer Continental Shelf Landx Act (43 U.8.C. 1334
et seq.) is amended to read as follows:

“Sec, 5. ADMINISTRATION OF LEABING oF THE OUTER CONTIXENTAL SHELY.—(a)
The Secretary shall administer the provisions of this Act relating to the leasing
of the outer Continental Shelf and shall prescribe such regulations as necessary
to carry out such provisions. Such rexulations shaill, as of the date of their
promulgation, apply to all operations conducted under any lease issued or main-
tained under the provisions of this Act and shall be in furtherance of the findings,
purposes, and policies of this Act. In the enforcement of safety, environmental,
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and conservation laws and regulations, the Secretary shall cooperate with the
relevant agencies of the Federal Government and of the affected States. At
each stage in the formulation and promulgation of regulations, the Secretary
shall request and give due consideration to the views of the Attorney General
with respect to matters which may affect competition, The regulations pre-
scribed by the Secretary under this subsection shall include, but not be limited
to, provisions— )

“(1) for the suspension or temporary prohibition of any operation or
activity, including production, pursuant to any lease or permit (A) at the
request of a lessee, in the interest of conservation, to facilitate proper devel-
opment of a lease, or to allow for the unavailability of transportation-facil-
ities, or (B) if there is a threat of serious, irreparable, or immediate harm
or damage to life (including aquatic life), to property, to any mineral
deposits (in areas leased or not yet leased), or to the marine, coastal, or
human environment, and for the extension of any permit or lease affected
by such suspension or prohibition by a period equivalent to the period-of
such suspension or prohibition, except that no permit or lease shall b so
extended when such suspension or prohibition is the result of gross regli-
gence or wiilful violation of such lease or permit, or of regulations issued
concerning such lease or permit ;

“(2) for the cancellation of any lease or permit, at any time, when it is
determined, after hearing that continued activity pursuant to siuch lease
or permit would cause serious harm or damage, which would not decrease
over A reasenable period of tiime, to life (including aquatic life), to property,
to any mineral deposits (In areas leased or not yet leased), to {he national
securlty or defense, or to the marine, coastal, or human environment, except
that the cancellation of any lease pursuant to such regulations shall not
foreclose any clalm for compensation as may be required by the Constitu-
tion of the United States or any other law ;

“(2) tor the assignment or relinquishment of leases ;

“(4) for~the sale of royalty, net profit share, or purciaased oil and gas
accru‘{ng or reserved to the United' States in accordance with section 27 of
this Act;

“(5) tor the utilization of different bidding systems in accordance with
'section §(a) of this Act;

“(6) for the preparation and submission of annual reports to the Con-
gress in accordance with gection 15 of this Act;

“(7) for the development and enforcement of .safety regulations in ac-
cordance with sections 21 and 22 of this Act;

“(8) for the preparation and implementation of leasing and development
programs and plans in accordance with this section and section 18 of this
Act:.

“(9) for the procedures for citizen suits in accordance with section 23 of
this Act;

“(10) for the establishment of and procedures for Regional Outer Conti-
nental Shelf Advisory Boards in accordance with section 19 of this Act;

%¢11) for unitization, pooling, and drilling agreements ;

“(12) for subsurface storage of oll and gas;

“(13) for drilling or easements necessary for exploration, davelopment,
and production ; and

“(14) for the prompt and efficient exploration and development of a lease
area.

“(b) The issuance and continuance in effect of any lesise, or of any extension,
renewal, or replacement of any lease, under the provisions of thiz Act shall be
conditioned upon compliance with the regulations issued wider {his Act if the
lense is issued under the provisions of section 8 hereof, or with the regulations
isaued under the provisions of section 6(h). clause (2), hereof, if the lease is
maintained under the provisions of section 6 hereof,

“(c) Whenever the owner of a nonproducing lease fails to comply with any
v the provisions of this Act, or of the lease, or of the regulations issned under
this Aet if the lease is issued under the provisions of section 8 hereof, or of the
regulations issned nnder the provisions of section 6(b), clause (2), hereof, it
the lease is maintained under the provisions of section 6 hereof, such lease may
be canceled by the Secretary, subject to the right of judicial review ag provided
in this Act, if such default continues for the period of thirty days after mailing
of notice by registered letter to the lease owner at his record post office address.
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“(d) Whenever the owner of any producing lease fails to comply with any of
the provisions of this Act, or of the lease, or of the regulations issued under this
Act if the lease iy issued under the provisions of section 8 hereof, or of the
regulations issued under the provisfons of section 6(b), clause (2), hereof, if
the lease is maintained under the provisions of section 6 hereof, such lease may
be forfeited and canceled by an appropriate proceeding in any United States
district court baving jurisdiction under the provisions of this Act,

“(e) Rights-of-way, through the submerged lands of the outer Continental
Shelf, whether or not such lands are included in a lease maintained or issued
pursuant to this Act, may be granted by the Secretary for pipeline purposes for
the transportation of oil, natural gas, sulphur, or other mineral under such
regulations and upon such conditions as to the application therefor and the
survey, location, and width thereof as may be prescribed by the Secretary, and
upon the express condition that such oil or gas pipelines shall transport or pur-
chase without discrimination, oil or natural gas produced from said lands in
the vicinity of the pipeline in such proportionate amoiints as the Federal Power
Commission, in the case of gas, and the Interstate Commerce Commission, in
consultation with the Administrator of the Federal Energy Administration, in
the case of oil, may, after a full hearing with due notice thereof to the interested
parties, determine to be reasonable, taking into account, among other things,
conservation and the prevention of waste. Failure to comply with the provisions
of this section or the regulatfons and conditions prescribed under this section
shall be ground for forfeiture of the grant in an appropriate judicial proceeding
{nstituted by the United States fn any United States district court having juris-
diction under the provisions of this Act.

“(£) (1) The lessee shall produce any oil or gas, or both, obtained pursuant to
an approved development and production plan, at rates consistent with any rule
or order issued by the President in accordance with any provision of law.

“(2) It no rule or order referred to in paragraph (1) has been issued, the
lessee shall produce such oil or gas, or both, at rates consistent with any regu-
lstion promulgated by the Secretary which is to deal with emergency shortages
of oil or gas or which is to assure the maximum rate of production which is
efficient and safe for the duration of the activity covered by the approved
plan, The Secretary may permit the lessee to vary such rates if he finds that
such variance is necessary.

“{g) After the date of enactment of this section, no holder of any oil and
gas lease issued or maintained pursuant to this Act shall be permitted tv flare
natural gas from any well unless the Secretary finds that there is no practicable
way to complete production of such gas, or that such flaring is necessa:ry vo
alleviate a temporary emergency situation or to conduct testing or work-over

operations.”,
REVISION OF BIDDING 'AND LEASE ADMINISTRATION

Sxc. 205. (a) Subsections (a) and (b) of section 8 of the Outer Continental
Shelf Lands Act (43 U.8.C. 1837) are amended to read as follows:

“(a) (1) The Secretary is authorized to grant to the highest responsible quali-
fied bidder or bidders by competitive bidding, under regulations promulgated
in advance, any oil and gas lease on submerged lands of thie outer Continental
Sheilf which are not covered by leases meeting the requirements of subsection (a)
of section 6 of this Act. The bidding shall be by sealed bid and, at the discretion
of the Secretary, on the basis of—

“(A) cash bonus bid with a royalty at not less than 1214 per centum fixed
byl dthe Secretary in amount or value of the production saved, removed, or
sola ;

“(B) variable royalty bid based on a per centum of the production saved,
removed, or sold, with a cash bonus as determined by the Secretary:

“(C) cash bonus bid with diminishing or sliding royalty based on such
formulae as the Secretary shall determine as equitable to encourage con-
tinued production from the lease area as resources diminish, but not less
than 12% per centumn at the heginning of the lease period in amount or
value of the production saved, removed, or sold ;

“(D) cash bonus bid with a fixed share of the net profits of no less than
30 per centum to be derived from the production of oil and gas from the
lea‘se area ;
va‘r i(nl%%e fixed cash bonug with the net profit share reserved as the bid
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“(F') cash bonus bid with a royalty at no less than 1214 per centum fixed
by the Secretary in smount or value of the production saved, removed, or
50ld and 4 per centum share oL net profits of no less than 30 per centum to
be derived from the production of oil and gas from the lease ares;

“(G) cash bonus bids for 1 per centum shares of an undivided working
interest in the lease area, such shares to be awarded at a price which is
equal to the average price per share of the highest responsible qualified bids
teudered for not more than 100 per centum of the lense area, with a fixed

* share of the net profits derived from the production of ofl and gas pursuant

to a lease to be determined by the Secretary ; or

“(H) cash bonus bids for 1 per centum shuares of an undivided working
interest in the lease ares, such shures to be awarded at a price which s equal
to the average price per share of the highest responsible qualified bids
tendered for not more than 100 per centum of the lense area, and with a fixed
or diminishing royalty based upon the production derived from operation
purstant to the lease.

“(2) The Secretary may, in hisx dixcretion, defer any part of the payment of
the cash bonus, ax authorized in paragraph (1) of this subsection, according to a
schedule announced at the time of the announcement of the lease xale, but such
payment shall be made in total no later than five years from the date of the
lease sale or no later than the date of the nuthorization of developient and
production, whichever date first oceurs.

‘(8) The Secretary may, in order to promote increased production on the lease
area, through direct, secondary, or tertiary recovery means, reduce or eliminate
any royalty or net profit share et forth in the lease for such area. .

“(-4) At least ninety days prior to notice of any lease #ale under subparagraphs
(D), (E), (F), and (G) of paragraph (1), the Secretary xhall by regulation
establish rulex to govern the calenlation of net profits, In the event of any dispute
between the United States and a lessee concerning the caleulation of the net
profits under the regulation issued pursuant to this parageaph, the burden of
proof shall be on the lessee. In determining the attribution of profits ax between
ofl and guy, costs shall be allocated provortionately to the value of the respective
amount of oil and gas produced.

“(5) (A) In the case of any lease nren offered for sale pursuant to subparagraph
(G) or (H) of paragraph (1), if the accepted bid per share of any person for a per
centum working interest in such lease aren Is less than the uverage price per share
of all accepted bids, and such person does not, within such time ns the Secretary
shall by regulntion preseribe, ngree to pay such price, then—

*(i) the Secretury shall return to such person any deposit made with
respect. to Such bid: and

*(Ii) any right acquired and any obligation incurred by such person with
respect 1o such bid shall be deemed to be canceled,

“(B)Y(I) In the event the Secretary sells less than 100 per centum of the
Interest in the lense aren offersd under subparagraph (G) or (H) of paragraph
(1). he shall offer the additional shares to the bidders who purchaged shares
pursunnt. to the initial bidding process. ‘Che Secretary shall sell such additional
sharex 10 the bidders who have elected to purchase under this clanse, except that
the maximum number of additional shares which any such bidder may purchase
shall be in proportion to his bidded Interest,

*(11) To the extent that any per centum of the interest in the lease nrea offersd
nnder such mbpearagreaph (G) or (IT) remaing unsold after the Secretary uses the
procedure required by clause (1) of this subparagraph, he shall repeat such
provedure for such perlad of time us he determines to be reasonable,

“(IH) To the extent that any per centum of the interest in the lease irea offered
nnder such subparagraph (G) or (H) remaing nnsold after the Secretury uses the
procedure required under elanses (1) and (1) of this subparagraph, the Secre-
tary shall offer any remaining shares for sule to the highest Interested bidder
whoze Bid was not acceptend In the initinl bidding process, except that any such
bidder may not purchase a number of shares which exceeds the number for which
he originally bid. The Secretary shall repeat such procedure for snuch period of
thne ag he deterinines to e reasonable,

“Uiv) Any additional shares of interest in a leaxe aren which are sold
by the Secretary pursuant to this subparagraph shall be sold at a price equal
to the price ar which shaves of the interest in such lense aren were sold pursuant
purszant to the inftial bidding process,
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“(C) The Secretary shall, by regulation, provide for the cancellation of any
lease sale held pursuant to subparagraph (G) or (H) of paragraph (1), if the
total amount to be paid for all shares sold doey not represent a fair return to
the Federal Government,

“(D) The Secretary shall establish standards and procedures for the formation
of a joint working group In an area leased bursuant to subparagraph (G) or (H)
of paragraph (1), and shall approve one or more operators tor, and the terms of
management of, activities on such lease area, The United States, represented by
the Secretary, shall be considered a nonvoting party to any joint working group
formed pursuant to such standards and procedures. :

“(6) (A) The Secretary shall utilize the bidding alternatives from among those
authorized by this subsection, In accordance with subparagraphs (B) and (C)
of this paragraph, s0 as to sccomplish the purposes and policies ‘of this Act,
Including (i) providing a fafr return to the Federal Government, (ii) Increasing
competition, (iii) assuring competent and safe operations, (iv) avolding undue
speculation, (v) avolding unnecessary.delays in exploration,, development, and
production, (vi) discovering and recovering oil and gas, (vii) developing new
ofl and gax resources in an efficient and timely manner, and (vill) Hmiting admin-
istrative burdenx on government and industry. In order to select a bid to sccom-
plish these purposes and policies, the Secretary may, in his discretion, require
each bidder to submit bids for any ares of the outer Continental Shelf {n accord-
ance with more than one of the bidding alternatives set forth in paragraph (1)
of thix subsection.

*(B) During the five-year period commencing on the dute of enactment of this
subxection, the Secretary may, in order to obtain statistical information to deter-
mine which bidding alternatives will best nccomplish the purposes and national
policiex of thix Act, require each bidder to submit bids for any aren of the outer
Continental Shelf in accordance with more than one of the bidding systems set
forth in paragraph (1) of thix subsection. For such statistical purposes, lenses
many be awarded using a bidding alternative selected at random or determined
by the Secretary to be desirable for the acquisition of valid statistical duta and
otherwise consistent with the provixious of this Act.

“(C) (1) Except ax provided In clause (ii), the bidding system authorized by
subparagraph (A) of paragraph (1) of this subsection shall not be applied fo
more than 90 per centum of the total aren offered for lease each year, during the
five-year perlod beginning on the date of ennctment of this subsection, in each
region where there has been no development of oil and gas prior to October 1,
1975, including the outer Continental Shelf region off southern Californin outsigde
the Santa Barbara Channel.

“(1i) I, In auy year following the date of enactment of this subsection, the
Seeretury finds that compliance wich the limitation set forth in clause (i) would
undnly delay. efficient development of the il and gas resources of the outer Con-
tinental Shelf, result in less than a fair yeturn to the Federnl Government, or
result in a reduction of competition, he shall submit to the Senate and House of
Representatives a report stating hig specific indings and detatled reasons there-
for. ‘The Secretury may thereafter, for that year, exceed such limitation if both
the Senate and House of Representatives pass a resolution of approval of the
Secretary’s finding within thirty days after receipt of such report (not including
days when Congress is not, in sessfon).

=(D) Within six months after the end of each fiscal year, the Secretary shull
report. to the Congress, as provided in section 15 of this Act, with respect to the
use of the varions bidding options provided for in thix subsection. Such report
shall include—

“{1) the schiedule of all lense sales helid during such year and the bidding
system or systems utilized ;

“(if) the schednle of all lense sales (o be held the following year and the
bidding syxtem or syxtems to be utilized ;

*(iti) the benefits and costs associated with conducting lense sales using
the varioux bidding systems;

“(iv) It applicable, the reasons-why n partienlar bidding system has not
been or will not be ntilized ;

“(v) If applicable, the reasons why more than 80 per centum of the area
leased In the past yvear, or to be offered for lease in the upeoming year, was
or Is fo be leased under the Wdding system anthorized by subpareageaph (A)
of pnragraph (1) of this subsection; and

70-512 0 - 18 -2
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“(vi) an analysis of the capability of each bidding systemn to accomplish
‘the purposes and policies stated in subparagraph (A) of this paragraph.

“(7) The Secretary may, by regulation, permit submission of bids made jointly
by or on behulf of two or more persons for an ofl and gas lease under this Act
unless—

“(A) more than one of the joint bidders, directly or Indirectly, controls or
is chargeable worldwide with an average dafly production of one million six
hundred thousand barrels a day or more, or the equivalent, in crude oil,
natural gas, and liquefied petroleum products; or

“(B) the bidding xystem is one authorized by subparagraph (G) or (H)
of piragraph (1) of this subsection and joint bidding is not specifically found
by the Necretary to be necessary to promote competition,

“(h) An ofl and gas lease issued pursuant to this section shall—

“(1) cover an area designated by the Secretary cn the basis of entire
geological structures or traps, or be comprised of a reasonable, economic
production unit, as determined by the Secretary ;

“(2) be for a perlod of five years, and may be extended for a period of
five additional years if the Secretary finds such extension is necessary to
encourage exploration and development in areas of unusually deep water
or ndverse weather conditions, and as long thereafter as oil or gas may be
produced from the area in paying quantities, or drilling or well reworking
operitions, ax approved by the Secretary, ure conducted thereon, except that
no such extension shall be granted if the Secretary finds that the lessee
has not exercised due diligence in the maximum, efficient, and safe develop-
ment of all wells and resources pursuant to the lease;

*“(3) require the payment of amount or value as detarmined by one of
the bidding procedures set forth in subsection (a) of thig section;

“(4) entitle the lessee to explore, develop, and produce the oil and gas
resources contained within the lease area, conditioned upon due diligence
requirements and the approval of the development and production plan
required by this Act;

“(3) contain a provision that the Secretary shall, in the abgence of any
applicable rule or order issued by the President and under conditions de-
fined in applicable regulations prescribed by the Secretary, have the right to
requite increased production under such lease for purposes of denling with
emergency shortages of oil or gas or other national emergencies;

“(8) provide for suspension or cancellation of the lease pursnant to sec-
tion 5 of this Act; and . .

“(7) contaln such rental and other provisions as the Secretary may pre-
scribe at the time of offering the area for lease.”.

(b) Section 8 of the Outer Continental Shelf Lands Act (43 U.S.C. 1337) is
further amended by striking out subsection (j), by relettering subsections (¢)
through (i), and all references thereto, as subsections (g) through (m), respec-
tively, and by inserting immediately after subsection (b) the following new
subsections:

“(¢) No lense may be issued for an initial five-year period or extended for
five additional years, until at least thirty days after the Secretary notifies the
Attorney General of the United States and the Federal Trade Commission of
the proposed issuance or extengion. Such notification shall contain such informa.
tion as the Attorney General and the Federal Trade Commission may require
in order to advige the Secretary ns to whether such lease or extension would
create or malntain a situation inconsistent with the antitrust laws,

“(d) No lease may he issued or extended if the Secretary finds that an
applicant for a lease, or a lessee, is not meeting due diligence requirements on
other leases.

“(e) Nothing in this Act shall be deemed to convey to any person, association,
corporation, or other business organization immunity from civil or eriminal lia-
bility, or to create defenses to actions, under any antitrust. law.

‘(1) (1) At the time of soliciting nominations for the leasing of lands within
three miles of the seaward boundary of any coastal State, the Secretary shall
provide the Governor of any such State—

“(A) an identification and schedule of the areas and regiouns offered for
leasing:;

“(R) all information concerniug the geographical, geological, and ecologi-
cal charncteristics of such regions;
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“(C) an estlmate of the oil and gas reserves in the areas proposed for
leasing; and

(D) an identification of any field, geological structure, or trap located
within three miles of the seaward boundary of a coastal State.

*(2) Upon receipt of nominations for any lands within three miles of the sea-
ward boundary of any ¢oastal State, the Secretary shall offer the Governor of
such coastal State the opportunity to jointly lease any nrea.-which the Secretary
approves for lease which may contain a.fleld, geological structure, or trap which
may be located within both Federal and State owned lands.

*(3) Within ninety days after the offer by the Secretary pursunt to paragraph
(2) of this subsection, the Governor shall elect whether to jointly lease any
such area. If the Governor accepts the offer, the Secretary and Governor shall
jointly offer such area for lease under mutually acceptable terms. If the Gover-
nor declines the offer, the Secretary may lease the federally owned portion of
such area in accordance with this Act.

“(4) All bonuses, royalties, rents, and net profit shares obtained pursuant to a
lease for lunds within three miles of the seaward boundary of any coastal State,
whether or not such lease is fssued jointly by the Secretary and the Governor of
such coastal State, shall be placed in an escrow account until such time as the
Secretary and the Governor of such coastal State determine, on the basis of
geologlical or other information, the proper rate of payments to be deposited in
the treasuries of the Federal Government and such coastal State.”,

OUTER CONTINENTAL S8HELF OIL AND GAS EXPLORATION

Sec. 200. Section 11 of the Quter Continental Shelf Lands Act (43 U.8.C. 1340)
is nmended to read as follows :

“SEC. 11, OUTER CONTINENTAL SHELF OIL AND GAs ExPLORATION.—(a) (1) Any
agency of the United States, and any person whom the Secretary by permit or
regulntion may authorize, may conduct geological and geophysical explorations in
the outer Continental Shelf, which do not interfere with or endanger actual op-
erntions pursuant to any lease issued or maintained pursuant to this Act, and
which are not unduly harmful to the mnarine environment.

“(2) The provisions of paragraph (1) of this subgection shall not apply to any
person conducting explorations pursuant to an approved exploration plan on any
aren under lease to such person pursuant to the provisions of this Act.

*(b) Beginning ninety days after the date of enactment of this subsection, no
exploration pursuant to any oil and gas lease issued or maintained under this
Act may be undertnken by the holder of such lease, except in accordance with
the provisions of this section.

“(c¢) (1) Prior to commencing exploration pursuant to any oil and gas lease
issued or maintained under this Act, the holder thereof shall submit an explora-
tion plan to the Secretary for approval, Such plan may apply to more than one
lense held by a lessee in any one region of the outer Continental Shelf, or by a
group of lessees acting under a unitization, pooling, or drilling agreement, and
shall be approved by the Secretary if he finds that such plan is consistent with
the provisions of this Act, regulations prescribed under this Act, and the provi-
siong of such lease, The Secretary shall require such modifications of such plan
as are necessary to achieve such consistency. The Secretary shall approve such
plan, as submitted or modified, withing thirty days of its submission, except that
if the Secretary determines that (A} any proposed activity under such plan wonld
resnlt in any condition which would permit him to suspend such activity pursu-
ant to regulations prescribed under section 5(a) (1) of this Act, and (B) such
broposed netivity eannot be modified to avold such condition, he may delay the
approval of such plan.

*(2) An exploration plan submitted under this subsection shall include, in the
degree of detail which the Secretary may by regulation require—

*(A) a schedule of anticipated exploration activities to be undertaken ;
:'(B) a deseription of equipment to be used for such activities;
“( C) the general location of each well to be drilled ; and

‘ ‘(})) sfuch other information deemed pertinent by the Secretary.

*(3) The Secretary may, by regulation, require that snch plan he accompanied
by a general statement of development and production intentions which shall
be“ror plunning purposes only and which shall not be binding on any party.

(d) The Secretary may, by regulation, require any lessee operating under
an approved exploration plan to obtain a permit prior to drilling any well in
accordance with such plan. )



14

“(e) (1) It a revision of an exploration plan upproved under this subsection
is submitted to the Secretary, the process to be used for the approval of such
revision shall be the same as set forth in subsection (¢) of this section.

“(2) All exploration activities pursuant to any lease shall be conducted in
nlccordance with an approved exploration plan or an approved revision of such
plan,

“(f) The Secretary may, within ninety days after the date of enactment of
this section, provide for the approval under subsection (¢) of any plan submit-
ted prior to such date of enactment which he finds is in substantial compliance
with the provisions of such subsection, and may require the submission of any
additional information necessary to bring such plan into such complinnce.

“(g) At least once in each frontier area, the Secretary shall seek qualified
applicants to conduct geological explorations, including core and test drilling,
for oil and gas resources in those areas and subsurface geological structures of
the outer Continentul Shelf, which the Secretary, upon the basis of information
available to him and advice of the Geological Survey of the Department of the w
Interior, regards as having the greatest likelihood of containing significant oil
and gas accumulations.”,

ANNUAL REPORT

Skc. 207, (a) Section 13 of the Outer Continentat Shelf Lands Act (43 U.S.S.
1344) is amended to read as follows:

“SEC. 15. ANNUAL REePORT BY SECRETARY TO CoNGRESs—Within six months
after the end of each fiscal-year, the Secretary shall submit to the President of
the Senate and the Speaker of the House of Representatives the following
reports :

“(1) A report on the leasing and production program in the outer Con-
tinental Shelf during such fiscal year, which shall include--

“(A) a detailed accounting of all moneys received and expended ;

“(B) a detajled accounting of all exploration, exploratory drilling,
leasing, development, and production activities;

“(C) a summary of management, supervision, and enforcement
activities;

(1)) alist of all shut-inand flaring wells; and

“(B) recommendationg to the Congress (i) for improvements in man-
agement, safety, and amount of production from leasing and operations
in the outer Contlnentul Shelf, and (ii) for resolution of jurisdictional
confiicts or nmbig\mies

“(2) \ report, pr(;wred after consultation with the Attorney General,

with reu»mluendutionq for promoting competition in the leusln" of outer
(‘ontlu(»nta'l Shelt lan(lb which shall include any recommendations or find-
ings by the Attnrne\ (,en«rul and any plans for implementing recommended
administrative changes and drafts of any proposed legislation, and which
shall contain—

“(A) an evaluation of the competitive bidding systems permitted
under the provisions of section 8 of this Act, and, if applieable, the
reasons why a particular bidding system has not been utilized ;

“(B) an evaluation of alternative bidding systems not permitted
under section 8 of this Act, and why such system or systems should or
should not be utilized;

“(C) an evaluation of the effectiveness of restrictions on joint biGading
in promoting competition and, If applicable, any suggested administra-
tive or legislative action on Joint hidding;

“(D) an evaluation of present measurer and u description of any
additional measures to encoursge entry of new competitors; and

*(F) an evaluation of present mensures and a description of addi-
tional measures to increase the supply of oil and gag to independent
refiners and distributors,

NEW BECTIONR OF THE OUTER CONTINENTAL SHELF LANDS ACT

Skc. 208. The Outer Continental Shelf Lands Act (43 U.S.C. 1331 et seq.) is
nmended by adding at the end thereof the tollowing new sections:

“SEc. 18, Ourer CONTINENTAL SHELF LEASING P'koGRAM.—(n) The Secretary.
pursuant to procedures set forth in subsection (¢), shall prepare and periodically
revise, and maintain an ol and gas leasing program to hmplement the findings,
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purposes, and policies of this Act. The leasing program shall indicate as pre-
cisely as possible the size, timing, and location of leasing activity which will pest
neet national energy needs for the five-year period following its approval or
reapproval, Such léasing program shall be prepared and maintained in a manner
conyistent with the following principles :

“(1) Management of the outer Continental Shelf shall he conducted in a
manner which considers all of the economic, social, and environmental values
of the retiowable and nonrenewable resources contained in the outer Con-
tinental Shelf, and the potential imvyact of oil and gas exploration on other
resource values of the outer Continental Shelf and the marine, coastal, and
human environments.

*(2) Timing and location of exploration, development, and production of
oil und gas among the ofl- and gas-bearing physiographic regions c¢f the
outer Continental Shelf shall be based on a consideration of-—

“(A) existing information concerning the geographical, geological, and
ecologicnl characteristics of such regions;

“(B) an equitable sharing of developmental benefits and environ-
mental risks among the various regions; ‘

*(C) the location of such regions with respect to, and the relative
needs of, regional and natfonal energy markets;

“(D) the location of such regions with respect to other uses of the
sen and senbed, including fisheries, Intraconstal navigation, existing or

proposed sealanes, potential sites of deepwater ports, and other antici-

pated uses of the resources and space of the outer Continental Shelf;

“(E) the interest of potential oil and gas producers in the develop-
ment of oil and gas resources as indicated by exploration or nomination ;

“(F) laws, goals, and policies of affected States;

“(G) policies and plans promulgated by coastal States pursuant to
the Coastal Zone Management Act of 1972 (16 U.8.C. 1451 et seq.) ;

“(IH) recommendations and advice given by any Regional Quter Con-
tinental Shelf Advisory Board established pursuant to this Act; and

“(1) whether the oil and gas producing industry has suffictent re-
sources, including equipment and capital to bring about the exploration,
development, and production of oil and gas in such regions in an ex-
peditious manner.

“(3) The Secretary shall select the timing and location of leasing, to the
maximum extent practicuble, so a8 to obtain a proper balance between the
potential for environmental damage, the potential for the discovery of ofl
and gas, and the potential for adverse impact on the coastal zone.

“(4) Leasing activitiex shall be conducted to assure receipt of fair market
value for the ol and gas owned by the Federal Government.

“(b) The leasing program shall include estimates of the appropriations and
staff required to—

“(1) obtain resource information and any other information needed to
prepare the leasing program required by this section:

“(2) analyze and interpret the exploratory data and any other Informa-
tion which may be compiled under the authority of this Act;

“(3) conduct envirommental baseline studies and prepare any environ-
mental impact statement required in accordance with this Act and with
section 102(2) (C) of the National Environmental Policy Act of 1969 (42
U.8.C. 4332(2) (C) ) ; and

“(4) supervise operations conducted pursuant to each lease in the manner
necessary to assure due diligence in the exploration and development of tha
lense area and compliance with the requirements of applicable law and regu-
Intions, and with the terms of the lease.

“(¢) (1) Within nine months after the date of enactment of this section, the
Secretary shall submit to the Congress and to the Attorney General, and publish
in the Federal Reglster, a proposed leasing program.

“(2) Within ninety days after the date of publication of a proposed leasing
program, the Attorney General shall submit comments on the anticipated effects
of such program upon competition, and any State, local government, Regional
Outer Continental Shelf Advisory Board, or other person may submit comments
and recommendations ns to any aspect of the program,

“(3) At least sixty days prior to approving a proposed leasing program, the
Secretary shall submit it to the President and the Congress, together with any
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comments received. Such submission shall indicate why any specific recommenda-
tion of the Attorney General or a State or local government or Regional Advisory
Board was not accepted.

“(4) After the leasing program bas been approved by the Secretary, or after
June 30, 1977, whichever first occurs, no lease shall be issued unless it is for an
area included in the approved leasing program and unless it containg provisions
congistent with the approved leasing program, except that leasing shall be per-
mitted to continue until such program fs approved and for so long thereafter
as such program iy under judicial or administrative review pursuant to the
provisions of this Act.

*(d) The Secretary shall review the leasing progrant approved under this sec-
tion at least once each year, and he may revise and reapprove such program, at
any tine, in the saime manner ag originally developed.

“(e) The Secretary shall, by regulation, establish procedures for—

*(1) receipt and consideration of nominations for any area to be offered
for lease or to be excluded from leasing ;

“(2) public notice of and participation in development of the leasing
_program ;

“(3) review by State and local governments which may be impacted by
the pioposed leasing ;

*(4) perfodic consultation with State and loeal governments, oil and gas
lessees and permittees, and representatives of other individuals or organiza-
tions engaged in activity in or on the outer Continental Shelf, including those
involved in fish and shellfish recovery, and recreational activities; and

*“(8) coordination of the program with the management program being
developed by any State for approval pursuant to section 305 of the Coastal
Zone Management Act of 1972 and to assure consistency with the management
program of any State which has been approved pursuant to section 308 of
such Act.

Such procedures shall be applicabie to any revision or reapproval of the leasing
program,

“(f) The Secretary may obtain from public sources, or purchase from private
sources, any survey, duta, report, or other information (including interpretations
of such #ata, survey, report, or other information) which may be necessary to
ussist him in preparing any environmental impact statement and in making other
evaluations required by this Act. The Secretary shall maintain the confidentiality
of all proprietary data or information for such period of time as is provicded for
in this Act, established by regulation, or agreed to by the parties.

“(g) The leads of all Federal departments and agencles shall provide the
Secretary with any nonproprietary information he requests to assist him in pre-
paring the leasing program. In addition, the Secretary shall utilize the existing
capubilities und resources of such Federal departments and agencies by appro-
priate agreement.

“Skc. 10. REGoNAL OUuTek CONTINENTAL SHELF ADVISORY BOARDS.—(a) The
Governors of coastal and affected States may establish Regional Outer Conti-
nental Shelf Advisory Boards for their regions with such membership as they
may determine, after consultation with the Secretary and the Secretary of
Commerce,

“(b) Representatives of the Secretary, the Secretary of Commerce, the Ad-
ministrator of the Federal Energy Administration, the Chajrman of the Council
on Environmental Quality, the Commandant of the Coast Guard, the Adminis-
trator of the Environmental Protection Agency, and the Administrator of the
Ocenpational Safety and Health Administration shall be entitled to participate
us observers in the deliberations of any Board established pursuant to sub-
section (a) of this section.

“(¢) Each Board established pursuant to subsection (a) shall advise the
Secretary on all matters relating to outer Continenial Shelf ol and gas develop-
ment, including development of the leasing program required by section 18 of
this Act, approval of development and production plans required pursuant to
section 25 of this Act, implementation of baseline and monitoring studies, and
the preparation of environmental impact statements prepared in the course of
the implementation of the provisions of this Act.

“(d) If any Regional Advisory Boarg or the Governor of any affected State—

“(1) makex specific recommendations to the Secretary regarding the size,
timing, or location of a proposed lease sale or with respect to a proposed
development and production plan : and
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“(2) submits such recommendations to the Secretary within sixty days
after receipt of notice of such proposed lease sale or of such development
and production plan,

the Secretary shall accept such recommendations, unless he determines they are
consistent with national security or the overriding national interest. For purposes
of thiy subsection, a determination of overriding national interest shall be based
on the desirability of obtaining ofl and gas supplies in a balanced manner, con-
sistent with the findings, purposes, and policies of this Act, To the extent that
recommendations from State Governcrs or Regional Advisory Boards conflict:
with each other, the Secretary shall, accept such recommendations which he finds
to be the most consistent with the national interest. If the Secretary finds that
he cannot accept recommendations made pursuaut to this subsection, he shall
communicate, in writing, to such Governor or such Board the reasons for
rejection of such recommendations.

“Sgc. 20. BAsSrLINE AND MoniTomiNG StUDIES.—(a) (1) The Secretary of
Commerce, in cooperation with the Secretary, shall conduct a study of any area
or region included in any lease sale in order to establish baseline information
concerning the status of the human, marine, and coastal environments of the
outer Continental Shelf and the coastal areas which may be affected by oil and
gas development in such area or region.

“(2) Each study required by paragraph (1) shall be commenced not later than
six months from the date of enactment of this-section with respect to any area
or region where a lease sale has been held before such date of enactment, and
not later than six months prior to the holding of a lease sale with respect to any
area or region where no lease sale has been held before such date of enactment,
The Secretary of Commerce may utilize information collected in any study prior
to the date of enactment of this section in conducting any such study.

“(3) The Secretary of Commerce shall, after being notified of the submission
of any development and production plan in an area or region under study, com-
plete such study and submit it to the Secretary prior to the date for final approval
of any development and production plan required by section 25 of this Act for
any lease area. Failure of the Secretary of Commerce to complete any such study
in a lease area shall not, in itself, be a basis for precluding the approval of a
development and production plan by the Secretary.

“(4) In addition to developing baseline information, any study of an area or
region, to the extent practicable, shall be designed to predict impacts on the
marine biota resulting from chronic low level pollution or large spills associated
with outer Continental Shelf production, from the introduction of drill cuttings
and drilling muds in the area, and from the laying of pipe to serve the offshore
production area, and the impacts of development offshore on the affected and
coastal areas.

“(b) Subsequent to the leasing and developing of any area or region, the
Secretary of Commerce shall conduct such additional studies to establish baseline
information as he deems necessary and shall monitor the human, marine, and
coastal environments of such area or region in a manner designed to provide
time-series and data trend information which can be used for comparison with

any previously collected data for the purpese of identifying any significant changes
in the quality and productivity of such environments, for establishing trends in
the areas studied and monitored, and for designing experiments to identity the
causes of such changes.

“(¢) The Secretary of Commerce shall, by regulation, establish procedures for
carrying out his duties under this section, and shall plan and carry out such
dutiex in full cooperation with affected States. To the extent that other Federal
agencies have prepared environmental impact statements, are conducting studies
or are monitoring the affected human, marine, or coastal environment, the Secre-
tary of Commerce may utilize the information derived therefrom in lieu of
directly conducting such activities. The Secretary of Commerce may also utilize
information obtained from any State or local government entity, or from any
person, for the purposes of this section. For the purpose of carrying out his
respensibilities under this section, the Secretary of Commerce may by agreement
utilize, with or without reimbursement, the services, personnel, or facilities of
any Federal, State, or local government agency.

“(d) As soon as practicable after the end of each fiscal year, the Secretary

of Commerce shall submit to the Secretary and to the Congress and make avail-
able to the general public an assessment of the cumulative effect of activities
conducted under this Act on the human, marine, and coastal environments,



18

“8rc. 21, SarerY REouLarions.—(a) (1) Safety regulations which apply to the
construction and operation of any fixed structure and artificial island on the
outer Continental Shelf shall be promulgated and periodically revised, Such
regulations shall be developed by the Secretary and—

“(A) the Administrator of the Environmental Protection Agency or the
Secretary of Commerce, or both, for the protection of the marine and coastal
environments;

“(B) the Secretary of the Army or the Secretary of the Department in
which the Coast Guard is operating, or both, for the avoidance of naviga-
tional hazards in the waters above the outer Continental Shelf; and

*(C) the Secretary of Labor or the Secretary of the Department in which
the Coast Guard is operating, or both, for occupational safety and health.

*(2) In promulgating regulations under this section, the Secretary shall re-
quire, on all new drilling and production operations and, wherever practicable,
on exising operations, the use of the best available and safest techuology,
economicaily achievable, wherever fallure of equipment would have a significant
effect on occupational or public health, safety, or the environment.

“(b) Upon the date of enactment of this section, the National Academy of
Engineering shall commence a study of the adequacy of existing safety regula-
tions and of technology, equipment, and techniques for operations with respect
to the outer Continental Shelf, including the subjects listed in subsection (a)
of this section, Not later than nine months after the date of enactment of this
section, the results of such study and recommendations for improved safety
regulations shall be submitted to the Congresy, the Secretary, and the Necretary
of the Department in which the Const Guard is operating.

“(¢) (1) Within one year after the date of enactment of thix section, the
applicable Federul officirls, in consultation with other affected Federal agencies
and departments, shall complete a review of existing safety regulations, consider
the results and recommendations of the study required by subsection (b), and
promulgate a_complete set of safety regulations (which may Incorporate outer
Continental Shelf orders) which: shall apply to operations on the outer Con-
tinental Shelf or any region thereof. Any safety regulation in effect on the date
of enactment of this section which such officials find should be retained shall oe
promulgated pursuant to the provisions of this section, but shall remain in eftect
until so promulgated. No safety regulation (other than a field order) promulgated
pursuant to this subsection shall reduce the degree of safety or protection to the
environment afforded by safety regulations previously in effect.

“(2) Within sixty days after the date cf enactment of this section, the Secre-
tary ot Labor sghall promulgate interim regulations or standards pursuant to the
Occupational Safety and Health Act of 1870 applying to diving activities in the
waters above the outer Continental Shelf, and to other unregulated hazardous
working conditions for which he, in consultation with the Secretary and the
Secretary of the Department in which the Coast Guard is operating, determines
such regulations or standards are necessary. Such regulations or standards may
be modified from time to time as necessary, and shall remain in effect until final
regulations or standards are promulgated.

“(d) Nothing in this section shall affect or duplicate any authority provided
by law to the Secretary of Transportation to establish and enforce pipeline safety
standards and regulations. .

“(e) The Secretary shall make available to any interested person a compilation
of all safety and other regulations which are prepared and promulgated by any
agency or department of the Federal Government and applicable to activities on
the outer Continental Shelf. Such compilation shall be revised and updated
annually.

“Stc.y22. ENFoRCEMENT.—(a) The Secretary and the Secrétary of the Depart-
ment in which the Coast Guard is operating shall strictly enforce safety and
environmental regulations promulgated pursuant to this Act. The Secretary and
the Secretary of Labor shall strictly enforce occupational and public health
regulations promulgated pursuant to this Act. All operations authorized pursuant
to this Act shall be regularly inspected for purposes of enforcing applicable
regulations.

“(b) All holders of leases-and permits under this Act shall—

“(1) be respongible jointly with any employer or subcontractor for the
maintenance of occupational safety and health, environmental protection.
and other =afeguards, in accordance with regulations intended to protect
persons, property, and the environment on the outer Continental Shelf pur-
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suant to this Act, and any other Act applicable to activities in or on the
outer Continental Shelf; and

“(2) allow prompt access, at the site of any operation subject to safety
regulations, to any inspector, and provide such documents and records which
are pertinent to occupational or public health,. sefety, or environmental
protection, as may be requested.

“(c) The Secretary, with the concurrence of the Secretary of Labor and the
Secretary of the Department in which the Coast Guard is operating, shall, within
one hundred and twenty days after the date of enactment of this section, pro-
mulgate regulations applicable to the outer Continental Shelf to provide for
representatives of the Federal Governinent to undertake—

“(1) physical observation, at least twice each year, of all installations,
fixed or mobile, including rigs, platforms, diving boats, and apparatus;

“(2) the testing of all safety equipment designed tu prevent or ameliorate
occ('lupatlonul hazards, blowouts, fires, spillages, or other major accidents;
an

#(3) periodic onsite inspection without advance notice to the lessee or
permittee, to assure compliance with occupational and public health, safety,
or environmental protection regulations.

“(d) (1) The Secretary of the Department in which the Coast Guard is operat-
ing shall make an investigation and public report on each major fire and each
major oil spillage oceurring as a result of operations conducted pursuant to this
Act, and he may, in his discretion, make an investigation and report of lesser oil
spillages. For purposes of this subsectlon, a major oil spillage is any spillage in
one instance of more than two hundred barrels of oll over a period of thirty
days. All holders of leases or permits issued or maintained under this Act shall
cooperate with such Secretary in the course of any such investigation,

“(2) The Secretary of Labor shall make an investigation and public report
on any death or serious Injury occurring as a result of operations conducted
pursuant to this Act, and may, in his discretion, make an investigation and report
of any injury. For purposes of this subsection, a serious injury is one resulting
in substantial impairment of any bodily unit or function. All holders of leases or
permits issued or maintained under this Act shall cooperate “ ith such Secretary
in the course of any such investigation.

“(3) For purposes of carrying out their responsibilities under this section,
the Secretury, the Secretary of Labor, and the Secretary of the Department in
which the Coast Guard is operating may by agreement utilize, with or without
reimbursement, the services, personnel, or facilities of any Federal agency.

“(e) The Secretary, the Secretury of Labor, or the Secretary of the Depart-
ment in which the Coast Guard is operating shall consider any allegation from
any person of the existence of a violntion of any safety regulation issued under
this Act. Any such Secretary who receives an allegation shall respond to such
allegation within thirty days, and submit his findings within ninety days, after
receipt of such allegation, stating whether or not such alleged violation exists
and, if 8o, what sction has heen or will be taken.

*(f) In any investigation conducted pursuant to this section, the Secretary, the
Secretary of Labor, or the Secretary of the Department in which the Coast Guard
is operating shall have power to summon witnesses and to require the production
of books, papers, documents, and any other evidence. Attendance of witnesses or
the production of books, pupers, documents, or any other evidence shall be com-
pelled by a similar process as in the United States district court. Such Secretary,
or his designee, shall administer all necessary oaths to any witnesses summoned
before such investigation,

“(g) The Secretary shall, after consultation with the Secretary of Labor and
the Secretary of the Department in which the Coast Guard is operating, include
in his anmal report to Congress required by section 15 of this Act the number
of violations of safety regulations alleged by any person, the investigations under-
tnken, the results of such investigations, the number of proven violations of
sufety regulations (whether through such allegation and investigation, or in
auy other manner), the names of the violators, and the action taken with respect
to such violators.

“(h) Subject to judicial review, whenever the Secretary findg, after notice and
a hearing, that the owner or operator of any lease—

#(1) has, by a repeated course of conduct, failed to comply with safety
regulations promulgated under section 21 of this Aet, and such failures have
resulted in a clear and present danger to occupational or public health,
sufety, or the environment; or
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“(2) has established an overall pattern of failing to comply, without law-
ful justification, with regulations which are to amsure the maximum, efficient,
and sufe development of such lease or lenxes ;

the Necretary shall cuncel any such lease or leases which are the subject matter
of, such violations.

“8re. 23, CiTizeN Suits, COURT JURISDICTION, AND JUDICIAL ReviEw.—(a) (1)
Except as provided in thix section, any person having an interest. which is or
can be adversely affected may commence a civil action on hix own behalf—

“(A) ugainst any person, including the United Stutes, and any other
government instrumentality or agency for any alleged violation of any provi-
sion of this Act or any regulution promulgated under thix Act, or of the terms
of any permit or lease jvsued by the Secretary under this Act; and

“(B) ugainst any Federal official referred to in section 21(a) (1) of this
Act where there is alleged a failure of such official to per!orm any act or
duty under this Act which is not discretionary.

*(2) No action may be commenced—-

“(A) under subsection (a) (1) (A) of this section—

“(1) prior to sixty dayx after the plaintiff has given notice of the
alleged violation, in writing under oath, to the appropriate Federal
official and to any nlleged violator ; and

“(i1) If such official or the Attorney General hax commenced and is
diligently prosecuiing a civil action in a court of the United States with
respect to such matter, but In any such action any person adversely
affected or aggrieved may intervene as a matter or right; or

“(B) under subsection (a) (1) (B) of this section prior to sixty days
after the plaintiff has given notice of such action, in writing under oath,
to the Federal Government official, in such manner as such official shall by
regulation prescribe, except that such action may be brought immediately
after such notification in any case in which the violation alleged constitutes
an imminent threat to the public health or safety or would immediately
affect a legal interest of the plaintiff.

“(3) In any action commenced pursuant to thix section, the appropriate Fed-
eral officlal or the Attorney General, if not a party, may intervene as a matter
of right.

“(4) A court, In Issuing any final order in any action brought pursuant to sub-
section (a) (1) or subsection (c¢) of thix section, may award costs of litigation,
including reasonable attorneys' fees, to any party, whenever such court deter-
mines such award is appropriate. The court may, if a temporary restraining
order or preliminary injunction ix sought, require the filing of a bond or equiva-

- lent security in accordance with the Federal Rules of Civil Procedure.

“(5) Except as provided in subsection (c) of this section, nothing in this
sectica shall restrict any right which any person or class of persons may have
under this or any other Act to seek enforcement of any provision of this Act
and any regulation promulgated under this Act, or to seek any other relief, in-
cluding relief against the appropriute Federal official.

“(b) Except as provided in subsection (c¢) of this section, the United States
district courts shall have jurisdiction of cases and controversies arising out of,
or in connection with (1) any operation conducted on the outer Continental
Shelf which involves exploration, development, or production of the natural re-
sources of the subsoil and seabed of the outer Continental Shelf, or which involves
rights to such natural resources, or (2) the cancellation, suspension, or termina-
tion of a leuse or permit under thix Act. I’roceedings with respect to any such
case or controversy may be instituted in the judiclal district in which any de-
fendant. resides or may be found, or in the judicial district of the State nearest
the place where the cause of action arose.

“(e) (1) Any action of the Secretary to approve a leusing program pursuant
to section 18 of this Act shall be subject to Judicial review only in the United
States Court of Appeals for the District of Columbia,

*(2) Any action of the Secretury to approve, require modification of, or disap-
prove any exploration plan or any development and production plan under this
Act shall be subject to judicial review only in a United States court of appeals
for u circuit in which an affected State is located.

“{38) The judicisl review specified in paragraphs (1) and (2) of this sub-
section shall be available only to a person who (A) participated in the admin-
istrative proceedingx related to the actions specified in such paragraphs, (B) is
adversely affected or nggrieved by such action, (C) files a petition for review
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of the Secretury's action within sixty days after the date of such action, and
(D) prowmptly transmits copies of the petition to the Secretary and to the At-
torney General of the United States. .

*“(4) Any action of the Secretary specified in paragraph (1) or (2) shall only
he subject to review pursuant to the provisions of this subsection, and shaill be
specifically excluded from citizen suits which are permitted pursuant to subsec-
tion (a). « .

"(é) )The Secretary shall flle in the appropriate court the record of any public
hearings required by this Act and any additional information upon which the
Secretary based his decision, as required by section 2112 of title 28, United States
Code, Specitic objections to the action of the Secretary shall Le considered by the
court only if such objections have been submitted to the Secretary during the
adminlstrative proceedings related to the actions involved.

*(6) The court of appeals conducting a proceeding pursuant to this subsection
shall consider the matter under review solely on the record made before the
Secretary, The findings of the Secretary, if supported by substantial evidence
on the record considered as a whole, shall be conclusive, The court may affirm,
vacate, or modify any order or decision or may remand the proceedings to the
Secretary for such further action as it may direct.

*(7) Upon the filing of the record with the court, pursuant to pauragraph (5),
the jurisdiction of the court shall be exclusive und its judgment shall be final,
except that such judgunent shall be subject to review by the Supreme Court of the
United States upon writ of certiorari.

*(d) Except as to causes of action which the court considers of greater im-
portance, any action under this section shall take precedence on the docket over
all other cauges of uction and shall be set for hearing at the earliest practical
date and expedited in every way.

“SEC. 24. REMEDIES AND PENALTIES.—(a) At the request of the Secretary, the
Secretary of Labor, or the Secretary of the Department in which the Coast Guard
is operating, the Attorney General or a United States attorney shall institute a
civil nction in the district court of the United States for the district in which the
nffected operation is located for a temporary restraining order, injunction, or
other approprinte remedy to enforce uny provision of this Act or any regulation
or order issued under this Act.

"“(b) If any person fails to comply with any provision of this Act, or any regu-
Intion or order issued under this Act, after notice of such failure and expira-
tion of any reasonable period allowed for corrective action, such person shall be
linble for a civil penalty of not more than $10,000 for each day of the continu-
ance of such failure. The Secretary, the Secretary of Labor, or the Secretary of
the Department in which the Coast Guard is operating, as applicable, may assess,
collect, nud compromise any such penalty, No penalty shall be assessed until the
person churged with a violation has been given an opportunity for a hearing.

“(¢) Any person who knowingly and willtully (1) violates any provision of
this Act, or any regulation or order issued under the authority of this Act de-
signed to protect occupational or public health, safety, or the environment or
conserve nuatural resources, (2) makes any false statement, representation, or
certifiecntion in any applicntion, record, report, or other document filed or re-
quired to be maintained under this Act, (3) falsifies, tampers with, or renders
innccurnte any monitoring device or method of recorq required to be maintained
under this Act, or (4) reveals any data or information required to be kept confi-
dentinl by this Act, shall upen convietion, be punisheq by a fine of not more than
$100,000, or by fmprisonment. for not more than ten years, or both, Each day that
n violation under clnuse (1) of this sudsection continues, or ench day that any
monitoring device or data recorded remains inoperative or inaccurate because of
up_\l' ti'i:ti\'it_v deseribed in clanse (3) of this subsection, shall constitute a separate
violation, .

Whenever a corporation or otker entity is subject to prosecution under sub-
section (c) of this section, any oficer or agent of such corporation or entity who
knowingly and willfully authorized, ordered, or carried out the proscribed ac-
tivity shall be subject to the same fines or imprisonment, or both, as provided
for under subgection (¢) of this section,

“(e) The remedies and penalties prescribed in this section shall be concurrent
and cumulative and the exercise of one shall not preclude the exercise of the
others. Further, the remedies and penalties preseribed in this seetion shall be in
llddilﬂ(;;l to any other remedies and penalties afforded hy any other law or
regulation.
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“Src, 28. O1L AND GA8s DEVELOPMENT AND PROvUCTION.~—(2) (1) Prior to de-
velopment and production pursuant to an ofl and gas lease issued under this
Act after the date of enactment of this section, or pursuant to an ofl and gas
lease issued under this Act and outstanding on the date of enactment of this
section, with respect to which development &nd production has not yet com-
menced, the lessee shall submit & development and production plan (hereinafter
in this section referred to as a ‘plan’) to the Secretary, for approval pursuant
to this section.

“(2) A plan shall be accompanied by a statement describing all facilities and
operations, other than those on the outer Continental Shelf, proposed by the
lessee and known by him (whether or not owned or operated by such lessee)
which wiil be constructed or utilized in the development or production of oil or
gay from the lease area, including the location and site of such facilities and
operations, the land, labor, material, and energy requirements associated with
such facilities and operations, and all environmental and safety safeguards to he
implemented.

“(3) Except for interpretive data, which, pursuant to regulations prescribed
by the Secretary, constitute confidential or privileged information, the Secre-
tary, within ten days after receipt of a plan anc statement, shali (A) submit
such plan and statement to the Governor of any affected State and to any appro-
priate Regional Outer Continentul Shelf Advisory Board established pursuant
to section 19 of this Act, and .(B) make such plan and statement available to
any other appropriate interstate regional entity, the execntive of any affected
local government area, and the public.

“(b) After the date of enactment of this section, no oil and gas lease may be
issued pursuant to this Act unless such lease requires that development and
production of reserves be carried out in accordance with a plan which complies
with the requirements of this section,

“(c) A plan may apply to more than one oil and gas lease, and shall set forth,
in the degree of detail established by regulations issued by the Secretary—

“(1) the specific work to be performed ;

“(2) a description of all offshore facllities and operations proposed by
the lessee or known by him (whether or not owned or operated by such
lessee) to be directly related to the proposed development, including the loca-
tion and size of such facilities and operations, and the land, labor, material,
and energy requirements associated with such facilities and operations;

“(3) the environmental safeguards to be implemented on the Outer Con-
tinental Shelf and how such safeguards are to be implemented ;

“(4) all safety standards to be met and how such standards are to be met ;

“(5) an expected rate of development and production and a time schedule
for performance ; and

“(8) such other relevant information as the Secretary may by regulation
require,

“(d)(1) After review of a plan submitted pursuant to this section in accord-
ance with the National Environmental Policy Act of 1969 (42 U.8.C. 4321 et seq.),
the Secretary shall declare his findings us to whether development and produc-
tion pursuant to the lease or set of leases (which set includes such lease and
other leases which cover adjacent or nearby areas to the area covered by such
lease) is a major Federal action.

“(2) The Secretary shall at least once, prior to major development in any
structure, area, or reglon of the Outer Continental Shelf where there has been
no previous development of oil and natural gas, declare development and produc-
tion pursuant to a lease or set of leases to be a major Federal actlon.

“(3) The Secretary may require lessees on adjacent or nearby leases to submit
preliminary or final plans for their leases, prior to or immediately after a deter-
mination by the Secretary that the procedures under the National Environmental
Policy Act of 1969 shall commence,

“(e) If development and production pursuant to a plan is found to be a major
Federal action, the Secretary shall transmit the draft environmental impact
statement to the Governor of any affected State, any appropriate Regional Outer
Continental Shelf Advisory Board, any appropriate interstate regional entity,
and the executive of any affected local government area, for review and com-
ment. and shall make such draft available to the general public.

“(f) If development and production pursuant to a plan is not found to he A
major Federal action, the Governor of any affected State, any appropriate Re-
gional Outer Continental Shelf Advisory Board. and the executive of any afrected
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local government area shall have ninety days from receipt of the plan from the
‘Secretary to submit comments and recommendations. Such comments and recom-
mendations shall be made available to the public upon request. In addition, ar
interested person may submit comments and recommendations,

*“(g) (1) After reviewing the record of any public hearing held with respect
to a plan pursuant to the National Environmental Policy Act of 1969 or the
comments and recommendations submitted under subsection (f) of this section,
the Secretary shall, within sixty days after the release of the final environ-
mental impact statement prepared pursuant to the National Environmental
Policy Act of 1869 in accordance with subsection (d) of this section, or one
hundred and twenty days after the period provided for comment under subsec-
tion (f) of this section, approve, disapprove, gor require modifications of the plan.
The Secretary shall require modification of a plan if he determines that the lessee
has failed to make adequate provision in such plan for safe operations on the
lease area or for protection of the huinan, marine, or coastal environment, except
that any modification requested by the Secretary shall be, to the maximum ex-
tent practicable, consistent with the coastal zone management programs of af-
fected States approved pursuant to section 308 of the Coastal Zone Management
Act of 1072 (16 U.S.C. 1453), and with any valid exercise of authority by the
State involved or any political subdivision thereof. The Secretary shall dis-
approve a plan only (A) if the lessee fails to demonstrate that he can comply
with the requirements of this Act and other applicable Federal law, (B) it the
pian is not and cannpot be made, to the maximum extent practicable, consistent
with the coastal zone management programs of affected States approved pur-
suant to section 306 of the Coastal Zone Management Act of 1972 (168 U.S.C.
1455), or with any valid exercise of authority by the State involved or any
political subdivision thereof, or (C) if because of exceptional geological condi-
tions in the leuse area, exceptional resource values in the marine or coastal
environment, or other exceptional circumstances, the proposed plan cannot be
modified to insure a safe operation, If a plan is disapproved under clause (C) of
this paragraph, the lease shall be deemed canceled and the lessee shall be en-
titled to reimbursement by the United States for all consideration paid for
the lease, plus interest thereon from the date of payment to the date of reim-
bursement, and for all direct expenditures made after the date of the issuance
of such lease and in connection with exploration or development pursuant to
the lease.
© “(2) The Secretary shall, from time to time, review each plan approved under
this section. Such review shall be based upon changes in available information
and other onshore or offshore conditions affecting or impacted by development
and production pursuant to such plan. If the review indicates that the plan should
be revised to meet the requirements of this subsection, the Secretary shall require
such revision.

“{h) The Secretary may approve any revision of an approved plan proposed
by the operator if he determines that such revision will lead to greater recovery
of oil and natural gas, improve the efficiency, safety, and environmental protec-
tion of the recovery operation, or is the only means available to avoid substantial
economic hardship to the lessee, to the extent such revision is consistent with
protection of the marine and coastal environments. Any revision of an approved
plan which the Secretary determines ig significant shall be reviewed in accord-
ance with subsections (d) through (g) of this section.

“(i) Whenever the owner of any lease fails to submit a plan in accordance
with regulations issued under this section, or fails to comply with an approved
plan, the lease may, after notice to such owner of such fallure and expiration of
.any reasonable period allowed for corrective action, and after an opportunity
for a hearing, be forfeited, canceled, or terminated, subject to the right of judi-
cial review, in accordance with the provisions of section 23(b) of this Act.
Termination of a lease because of failure to comply with an gpproved plan,
including required modifications or revisions, shall not entitle a lessee to any
compensation.

“Sec, 26. OuTeER CONTINENTAL SHELF OIL AND GAS INFORMATION PROGRAM.—
{(n) (1) (A) Any lessee or permittee conducting any exploration for, or develop-
ment or production of, oil or gas pursuant to this Act shall provide {ue Secretary
access to all data obtained from such activity and shall provide copies of such
specific data, and any interpretation of any such data, as the Secretary may
request. Such data and interpretation shall be provided in accordance with
regulations which the Secretary shall prescribe.
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“(B) If an interpretation provided pursuant to subparsgraph (A) of this
paragraph ix made in good frith by the lessee or permittee, such lessee or
permittee shall not be held responsible for any consequence of the use of or
reliance upon such interpretation.

“(C) Wheuever any data is provided to the Secretary, pursuant to subpara-
graph (A) of this paragraph—

“(i) by a lessee, in the form and manner of processiug which is utilized
by such lessee in the normal conduct of his business, the Secretary shall
pay the reasonable cost of reproducing such data ; and

"(ii) by n lessce, in such other form and manner of processing as the
Secretary miay request, or by a permittee, the Secretary shall pay the
reasonable cost of processing and reproducing such data,

pursuant te such regulations as he may prescribe.

“(2) Each Federal agency shall provide the Secretary with any data obtained
by such Federnl agency conducting exploration pursuant to section 11 of this
Act, and any other information which may be necessary or useful to assist him
in carrying out the provisions of thix Act,

“(b) (1) Information provided to the Secretary pursuant to subsection (a)
of this section shall be processed, analyzed, and interpreted by the Secretary for
purposes of carrying out his duties under this Act.

“(2) As soon as practicable after information provided to the Secretary pur-
suant to subsection (n) of this section is processed, analyzed. and interpreted,
thic Secretary shall make available to the affected States o summary of data
designed to assist them in planning for the onshore impacts of possible oil and
gas development and production, Such summary shall include estimates of (A)
the ofl and gax reserves in arens Jeased or to be leased, (B) the size and timing
of development it and when oil or gas, or both, Is found, () the location of
pipelines, and (1) the general location and nature of onshore facilities.

“{¢) The Secretary shall prescribe regulationx to (1) assure that the con-
fiedentinlity of privileged Information recelved by the Secretary under this sec-
tion will be maintained, and (2) set forth the time perfods and conditions which
shall be applicable to the release of such information. Such regulations shall in-
clude a proviston that no such information will be transmitted to any affected
State or any Reglonal Advisory Board unless the lessee, or the permitee and all
persons to whom such permittee has sold such Information under promise of
confidentinlity, ngree to such transmittal. :

“(d) (1) The Secretary shall transmit to any affected State und any appro-
priste Regional Advisory Bonrd—

“LA) it copy of all relevant netual or proposed programs, plans, reports, en-
virommentanl impact statements, tract nominatjons (including negative nomi-
nationg) and other lease sale information, any similar type of relevant in-
formation, and all modifientions nud revisions thereof and comments thereon,
prepared or obtained by the Secretary pursuant to this Act;

“{B) any relevanut fnformation prepared by the Secretary pursuant to sub-
section (b) of thix section; and

“(Q) any relevant information received by the Secretary pursuant to sub-
section (a) of this section, subject to any applicable requirements as to con-
fidentinlity which are set forth in regulations prescribed under subsection
{¢) of this section,

“(2) Notwithstanding any other provision of this section, the Governor of any
affected State may designate an approprinte State official to Inspect, at a re-
gional loeation which the Secretary shall designate, any privileged information
receividl by the Secretary regarding any activity adjaeent to such State, except
thut no guch inspection shall take place prior to the sale of a lease covering the
ared In which such activity was conducted. Knowledge obtained by such State
during such inspection shall be gubject to applieable requirements ag to confiden-
tlallity which are set forth in regulations prescribed under subsection (¢) of this
section,

“(e) Any provision of State or local law which provides for public access to
finy privileged Information received or obtained by any person pursuant to this
Act Is expressly preempted by the provigions of this section, to the extent that it
applies to such infornmation,

() It the Seeretary finds that any State cannot or does not comply with the
regulations issued under subsection (e) of thig section, ke ghall thereatter with-
hold transmittal of privileged (nformation to such State until he finds that such
State ean and will comply with auch reguiations.
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“(g) The regulations prescribed pursuant to subsection (c) of this section, and
the provisions of subsection 552(b) (D) of title 5, United States Code, shall not
apply to any information obtained in the conduct of geological or geophysical ex-
plorations by any Federal agency (or any person acting under a service contract
with such agency), pursuant to section 11 of this Act.

“8xc, 27, FEpERAL PURCHASE AND Disros1TioN or OIL AND GAs.—(a) (1) Except
as may be necessary to comply with the provisions of section 6 and 7 of this
Act, all royalties or net profit shares, or both, accruing to the United States
under any oil and gas lecase or permit {ssued or maintuined In accordance with
this Act, shall, on demand of the Secretary, be paid in oil or gas.

“(2) The United States shall have the right to purchase not to exceed 16%
per centum by volume of the ofl and gas produced pursuant to a lease or periit
issued in accordance with this Act, at the regulated price, or, if no regulated
price applies, at the fair market vulue at the wellhead of the oil and gas saved,
removed or sold, except that any oil or gas obtained by the United States as
royalty or net profit share shall be credited against the amount that may be
purchased under this subsection.

“(3) Title to any royalty, net profit share, or purchased ofl or gas may be
transferred, upon request, by the Secretary to the Secretary of Defeuse, to the
Administrator of the General Services Administration, or to the Administrator
of the Federal Energy Administration, for disposal within the Federal
Government,

“(b) (1) Upon the commencement of production of oil from the outer Conti-
nental Shelf pursuant to any lease issued after the date of enactment of this
subsection, the Secretuary, pursuunt to such terms as he determines and in the
absence of any provision of law which provides for the mandatory allocation
of such oil in amounts and at prices determined by such provision, or regulations
issued in accordance with such provision, may offer to the public and sell by
competitive bidding for not more than its regulated price, or, if no regulated
price applies, not less thun its falr market value any part of the oil (A) obtained
by the United States pursuant to such lease as royalty or net profit share, or
(B) purchased by the United States pursuant to subsection (a)(2) of this
section,

“(2) ‘Whenever, after consultation with the Administrator of the Federal
Energy Administrution, the Secretary determines that small refiners do not have
acceess to adequate suppliex of oil at equitable prices, the Secretary may dispose
of any oll which is taken as a royalty or net profit shure occurring or reserved to
the United States pursuant to any lease issued or maintnined under this Act,
or pirchased by the United States pursuant to subsection (&) (2) of this sec-
tion, by conducting a lottery for the sale of such ofl, or may equitably allocate
such oil among the competitors for the purchase of such oil, at the regulated
price, or if no regulated price applies, at its fair market value, ‘The Secretary
shall limit participation in any lottery or allocated sale to assure such access and
shall publish notice of such sale, und the terms thereof, at least thirty days in
advance of such sale. Such notics shall include qualifieations for participation,
the amount of oil to be sold, and uny lmitation in the amount of oit which any
participant may he entitled to purchase,

*(3) Whenever a provision of law s in effect which provides for the manda-
tory allocution of such oll in amounts or at prices determined by such provision,
or regulations issued In accordance with such provision, the Secretary may only
sell such ofl in accordance with such provision of law or regulations.

*fe) (1) Except as provided In paragraph (2) of this subsection, upon the
commencement of production of gas pursuant to any lense issued after the date
of ennctment of this subsection, the Secretary, pursuant to such terms as he
determines, may offer to the public and sell by competitive bidding for not more
than itx reguliated price, or, if no regulated price applies, not less than its fair
wmarket value any part of the gas (A) obtained by the United States pursuant to
i lease us royalty or net profit share, or (B) purchased by the United States
pursuant to subseetion (a) (2) of this section.

*{2) Whenever, after consultation with and advice from the Administrator
of the Federal Energy Administration and the Chalrman of the Federnl Power
Commission, the KRecretary determines that an emergency shortaga of natural
gax Ix threatening to cause severe economie or socinl dislocation in any region
of the United States and that such region can be serviced in a practical, feasible,
und efficient mapner by royalty, net profit share, or purchased gax obtained pur-
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suant to the provisions of this subsection, the Secretary may allocate or conduct a
lottery for the sale of such gas, and shall limit the sale of such gas to any
any person servicing such region, but he shall not sell any such gas for more than
jts regulated price, or, if no regulated price appliey, less than its fair market
value, I’rior to allocating any gas pursuant to this paragraph, the Secretary shall
consult with the Federal Power Commission.

“(d) The lessee shall take any Federal oll or gay for which no acceptable bidx
are received, as determined by the Secretary, and which is not transferred pur-
stuant to subsection (a) (3) of this section, and shall puy to the United States a
cash amount equal to the regulated price, or, if no regulated price applies, the
fair market value of the oil or gas so obtained. In the event that net profit share
oll or gas produced pursuant to the bidding system authorized in subparagraphs
(G) and (H) of section 8(n) (1) of this Act ix sold back to the lessee or lessees,
cach party shall be eligible to purchase 2 pro rata share acconding to its per
centum interest.

“(e) Asxused in this section—

“(1) the term ‘regulated price’ means the highest price—

“(A) at which Federal ofl may be sold pursuant to the Emergency
Petroleum Allocation Act of 1973 and any rule or order issued under
such Act;

“(B) nt which natural gas may be sold to natural-gas companies pur-
suunt to the Natural Gas Act and any rule or order issued under such
Act; or

“(C) at which either Federal oil or gas may be solkl under any other
provision of law or rule or order thereunder which sets a price (or
manner for determining a price) for oil or gas produced pursuant to u
lense or permit issued in accordance with this Act; and

*(2) the term 'small refiner’ weans an owner of an existing refinery or
refineries, including refineries not in operation, who qualifies ag a small
business concern under the rules of the Small Business Administration and
who is unable to purchase in the open market an adequate supply of crude
oil to meet the needs of his existing refinery capacities,

“(f) Nothing in this section shall prohibit the right of the United States to
purchase any oil or gas produced on the outer Continental Shelf, as provided in
section 12(1) of this Act,

“Ske. 28, LIMITATIONS o8 Exrort.—(n) Except as provided in subsection (d),
any ofl or gas produced from the outer Continental Shelf shall be subject {o the
requirements and provisions of the Export Administration Act of 1969 (50 App.
U.5.C. 2401 et sey.).

“(h) Before any oil or gas subject to this section may be exported under the
requirements and provisions of the Export Administration Act of 1968, the
President shall make and publish an express finding that such exports will not
increase reliance on imported oil or gas, are in the national interest, and are in
aceord with the provisions of the Export Administrution Act of 1969,

*(¢) The Prestdent shall submit reports to the Congress containing findings
made under thix section, and after the date of receipt of such report Congress
shall have u period of sixty culendar days, thirty days of which Congress must
have been in session, to consider whether exports under the terms of this section
are in the untional Interest, ¥ the Congress within such time period pussex a
concurrent resolution of disapproval stating disagreement with the President’s
finding concerning the national nterest, further exports made pursuant to such
Presidential findings shall cease.

“(d) The provisions of this section shall not apply to any ofl or gas which Is
either exchanged in similur quantity for convenience or incrensed efficiency of
transportation with persons or the government of a foreign state, or which ix
temporuarily exported for convenience or incrensed efficiency of transportation
neross parts of 'an adjacent foreign state and reenters the United States.”.

TI'I'LE HI—OFFSHORE OIL SPILL POLLUTION FUND

DEFINITIONS

Skc. 301, Ax used in this title, unlexs the coatext Indicutes otherwise, the
term—
(1) “cleanup costs” means all reasonable and actual costs, Including ad-
ministrative and other cogtg, to the Federal Government, to any State or
local government, or to any foreign government, or to their contractors or
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subcontractors, of (A) removing or attempting to remove oil discharged from
any offshore facility or vessel, or (B) taking other measures to prevent such
discharge, or to reduce or mitigate damages to the public heaith or welfare,
or to public property, including shorelines, beaches, and the natural resources
of the marine environment ;

(2) “damages” wmeans compensation sought pursuant to this title by any
person suffering any direct and sctual Injury proximately caused by the
discharge of oil from an offshore facility or vessel, except that such term
doey not include clean-up costs ;

(3) “discharge” includes any spilling, leaking, pumping, pouring, emptying,
or dumping, regardless of whether it occurred intentionally or
unintentionally ;

(4) “offshore facility” includes any ofl refinery, drilling structure, oil
storage or transfer terminal, or pipeline, or any appurtenance related to any
of the foregoing, which (A) is used, or Is capable of being used, to drill for,
pump, produce, store, handle, transfer, process, or transport oil produced
from the Outer Continental Shelf of the Un.ced States, and (B) is located
seaward of the high water mark, except that such term does not include &
vessel or a deepwater port ;

(5) "Fund” means the Offshore Oil Pollution Compensation Fund estab-
lished under section 302 (») of thiy title; .

(8) “owner” means (A) with respect to an offshore fuacility, any person
owning such facility, whether by lease, permit, contract, license, or other form
of agreement, (B) with respect to any facility abandoned without prior ap-
proval of the Secretary of the Interior, the person who owned such facility
immediately prior to such abandonmeut, and (C) with respect to a vessel,
any person owning such vessel ;

(7) “operator” means (A) with respect to an offshore facility, any person
operating such facility, whether by lease, permit, contract, license, or other
form of agreement, and (B) with respect to a vessel, any person operating or
chartering by demise such vessel ;

(8) “person” means un individual, a publie or private corporation, part-
nership, or other association, or a government entity ;

(9) “person in charge” means the individual immediately responsible for
the operations of an offtshore facility or vessel ; ’

(10) "Secretary” means the Secretary of Transportation;

(11) “revolving account” means the account in the Treasury of the United
States which is established under section 302(b) of this title;

(12) “incident” means any occurrence or series of related occurrences,
involving one or more offshore facilitiex or vessels, which cause or pose an
imminent threat of ofl pollution ; and

{13) “vessel” meuns every description of watercraft or other contrivance,
whether or not self-propelled, which ix used to transport oil directly from
an offshore facility,

ESTABLIBHMENT OF TIHE FUND AND THE REVOLVING ACCOUNT

Sro. 302, (n) There is established within the Departinent of Transportation an
Oftshore Oil Pollution Compensation Fund. The Fund may sue or be sued in its
OWN Nae,

(1) There is established in the Treasury of the United States a revolving uc-
count, without fiscal year limitation, which shall be available to the Fund to carry
ot the provisions of this title.

. PXOHIBITION

Src. 303, The discharge of oil from any offshore facility or vessel, in quantities
which the P'resident under section 311(b) of the Federal Water Pollution Con-
trol Act (33 U.S.C. 1321(h) ) determines to be harmful, is prohibited.

NOTIFICATION

8rc. 304. (1) Any person in charge of an offshore facility or vessel shall, as
soon ux he hag knowledge of any discharge of oil from such offshore facility or
vessel which may be In violation of section 303 of this title, immediately notify
the Secretary of such discharge.

(b) Any person in charge of an offshore facility or vessel who fails to iramedi-
ately notify the Secretary, as required by subsection (a) of this section, shall,

170-512 0-176 -3
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upon conviction, be fined not more than $10,000, or imprisoned for not wore than
nne year, or both, except that no person convicted under this section shall also be
convicted for the same failure to notity unde{ section 311(b) (5) of the Federal
Water Pollution Control Act,

(¢) Notitication received pursuant to this section or information obtained by
the exploitation of such notifieation shall not be used against any person pro-
viding such notitication in any criminal case, except a prosecution for perjury
or for giving a false statement.

REMOVAL OF DISCHARGED OIL

SEC. 305, (n) Whenever uny oil is discharged from any offshore facility or
vessel In violation of section 303 of this title, the President shall act to remove or
arrange for the removal of sucih oil, unless he determines such removal will be
done properly and expeditiously by the owner or operator of such offshore facil-
ity or vessel.

(b) Removal of oil and actions to minimize damage from oll discharged shall,
to the greatest extent possible, be in accordance with the National Contingency
Plan for removal of oil and hazardous substances established pursuant to section
311 (c) (2) of the Federul Water Pollution Control Act.

(¢) Whenever the President acts to remove a discharge of oil pursuant to this
section, he is authorized to draw upon the money available in the revolving ac-
count. Such money shall be used to pay promptly for all cleanup costs incurred
h‘); (tﬁw ll’rczsldent in removing such oil or in minimizing damage caused by suchk
ofl discharge. '

DUTIES AND POWERS

nsﬁc' 308. (a) In order to carry out the purposes of this title, the Secretary
shall—

(1) administer and maintain the Fund, in accordance with the provisions
of this title;
(2) establish regulations and provide for the fair and expeditious settle-
ment of clalmsy, in accordance with section 313 of this title;
. (ﬁ} |:;3\'ide public access to information, In accordance with section 319 (a)
of this e;

34) submit an annual report, in accordance with section 320 of this title;
an

(3) perform such other functions as are prescribed by law.

(b) In the performance of hig duties under this title, the Secretary is
authorized to—

(1) utilize, with the consent of the agency concerned, theé services or
personnel, on n reimbursable or replacement basis or otherwise, of any
Federal Government agency, of any State or local government agency, or of
any organlzation, to perform such functions on behalf of the Fund as are
necessary or appropriate ;

(2) muke, promulgate, issue, rescind, and amend such rules and regula-
tiong as may be necessary to carry out the purposes of this title;

(3) conduet such studies and investigations, obtain such duta and informa-
tion, and hold xuch meetings or public hearings as may be necessary or
appropriate to facilitate the exercise of any authority granted to, or the
performance of any duty imposed on, the Fund under this title;

(4) enter into such confracts, agreements, and other arrnnhgements as are
deemed necessary or appropriate for the acquisition of material, information,
or other assistance related to, or required by, the implementation of this
tifle; and

(5) issue and enforce orders during proceedings conducted pursuant to
this title. inclnding issuing subpenas, administering oaths, compelling the
attendiunce and testimony of witnesses and the production of books, papers,
documents, and other evidence, and the taking of depositions.

RECOVERABLE. DAMAGES

Ske. 307. Dumages may be recovered under this title for—

(1) the value of any loss or injury, at the time such loss or injury is
fncurred, with respect to any real or personal property which is damaged
or dextroyed as a result of a discharge of oil;
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(2) (A) the cost to the owner of restoring, repairing, or replacing any
real or personal property which is damaged or destroyed by a discharge of
oil, (B) any income necessarily lost by such owner during the time such
property is being restored, repaired, or replaced, and (C) any reduction in
the value of such property caused by such discharge ;

(3) any loss of incom~ or impairment of earning capacity for a period of
not to exceed one year due to damages to real or personal property, or to
natural resources, without regard to ownership qf such property or resources,
which are damaged or destroyed by a discharge of oll, if the claimant derives
at least 25 percentum of his earnings from activities which utilize such
property or natural resources;

(4) any costs and expenses incurred by the Federal Government or any
State govermment In the restoration, repair, or replacement of natural re-
sources which are damaged or destroyed by a discharge of oil; and

(5) any loss of tax, royalty, rental, or net profit share revenue by the
Federal Government or any State or local government for a period of not
to exceed one year due to injury to real or personal property resuiting from
a discharge of oil.

CLEANUP COBTS AND DAMAUES

Sec. 308. (1) All cleanup costs incurred by the President, the Secretary, or any
other Federai, State, or local official or agency, in connection with a discharge
of oil shall be borne by the owner and operator of the offshore facility or vessel
from which the discharge occurred.

(L) Notwithstanding any other provision of law and except as provided in
subsection (d) of this section, the owner and operator of an offshore facility
shall be held jointly and severally liable, without. regard to fault, for damages
which result from a discharge of oil from such offshore facility. Such liability
shall not exceed $35,000,000, except that if it can be shown that (1) such damages
were the result of gross negligence or willful misconduct within the privity and
knowledge of such owner or operator, or of the person in charge of such offshore
facility, or (2) such discharge was the result of a violation of applicable safety,
construction, or operating standurds or regulations, such owner and operator shall
be jointly and severally liable for the fnll amount of such damages.

{c) Notwithstanding any other provision of law and except as provided in
subsection (d) of this section, the owner and operator of a vessel shall be jointly
and severally liable, without regard to fault, for damages which result from a
discharge of ofl from such vessel. Such liability shall not exceed $150 per gross
registered ton, except that if it can be shown that (1) such damages were the
result of gross negligence or willful misconduct within the privity and knowledge
of such owner or operator, or of the person in charge of such vessel, or (2) such
discharge was the result of a violation of applicable safety, construction, or op-
erating standards or regulations, such owner and operator shall be jointly and
severally liable for the full amount of such damages.

(d) No liability shall be imposed under subsection (b) or (¢) of this section
to the extent the owner or operator establishes that the discharge of oil or that
any dumages resulting from such discharge were caused by (1) an act of war,
(2) the negligent or intentional act of the damaged party or of any third party
(including any government entity), or (3} a natural phenomenon of an excep-
tional inevitable, and irresistible character.

(e) (1) In any case in which the owner or operator of an offshore facility is
held liable, pursuant to this section for cleanup costs and damages resulting from
u discharge of oll, such owner or operator shall be subrogated, if such discharge
wias the result of the unseaworthiness of a vessel or the negligence of the owner,
operator, or person in charge of the vessel, to the rights of any person who is
entitled to recover any damages against such owner, operator, or person in charge.

(2) In any case in which the owner or operator of a vessel is held llable,
pPursuant to this section, for cleanup costs and damages resulting from a discharge
of ofl, such owner or operator ghall be subrogated, if such discharge wax caused
by negligence on the part of the owner, operator, or person in charge of an offshore
facility, to the rights of any person who Is entitled to recover any damages
against such owner, operator, or person in charge.

(3) The provisions of this section shall not in any way affect or limit any
rights which an owner or operator of un offshore facllity or vessel, or the Fund,
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may have against any third purty whose acts may have caused or contributed to a

discharge of oil,
DISBURSEMENTS FROM THE REVOLVING ACCOUNT

Skc, 300, (n) Amounts in the revolving account shall be available for disburse-
ment and shall be disbursed by the Fund for only the following purposes:

(1) Administrative and personnel expenses of the Fund.

(2) Cleanup costs resulting from the discharge of oil which are incurred
pursuant to this title or pursuant to any State or local law, and costs of the
removal of oil incurred by the owner or operator of an offshore facility or
vessel to the extent that the discharge of such oil was caused solely by an
act of war or negligence on the part of the Federal Government in establish-
ing and maintaining aids to navigation.

(3) Subject to the provisions of section 313 of this title, all damages not
actually compensated pursuant to section 308 (b) or (c) of this title.

(b) Payment of compensation by the Fund shall be subject to the Fund
acquiring by subrogation all rights of the claimant to recover cleanup costs or
damages from the person responsible for such discharge. The Fund shall dili-
gently pursue recovery for any such subrogated rights.

(¢) Notwithstanding any other provision of this section, the Fund shall not.
be liable to pay cleanup costs and damages of any claimant to the extent that
the negligence or intentfonal act of such claimant caused the discharge.

(1) In all claims or actions by the Fund against the owner, nperator, or
person providing financial responsibility, the Fund shall recover except as other-
wige provided in this title, the amount of the Fund to the owner, operator, such
person providing financial responsibility, the Fund shall recover (1) except as
otherwise provided in this title, the amount the Fund has paid to the claimant
or to any government entity undertaking cleanup operations, without reduction,
and (2) interest on that amount, at the existing commerecial interest rate, from
the date upon which the request for reimbursement was issued from the Fund to
the owner, operator, or such person, to the date on which the Fund is paid by such
owner, operator, or person.

{e) Whenever the amount in the revolving account is not sufficient to pay
cleanup costs and damages for which the Fund is liable pursuant to this section,
the Fund may issue, in an amount not to exceed £500,000,000, notes or other obli-
zutions to the Secretary of the Treasury, in such forms and denominations, bear-
ing such maturities, and subject to such terms and conditions as the Secretary of
the Treasury may prescribe. Such notes or other obligations shall bear interest
at a rate to be determined by the Secretary of the Treasury on the basis of the
current averuge market. yield on outstanding marketable obligations of the
United States of comparable maturities during the month preceding the issuance
of such notes or other obligations. Moneys obtained by the Fund under this sub-
section shall be deposited in the revolving account, and redemptions of any such
notes or other obligations shall be made by the Fund from the revolving account.
The Secretary of the Treasury shall purchase any such notes or other obliga-
tions, a1l for such purpose he may use as a public debt transaction the proceeds
from the sale of any securities issued under the Second Liberty Bond Act. The
nurposes for which securities may be issued under such Act are extended to
include any purchase of notes or other obligations issued under this subsection.
The Secretary of the Treasury may sell any such notes or other obligations at
such times and prices and upou such terms and conditions as he shall determine
In his discretion. All purchases, redemptions, and sales of such notes or other
obligations by such Secretary of the Treasury shall be treated as public debt
transactions of the United States,

FEE. COLLECTION ; DEPOSBITE IN REVOLVING ACCOUNT

Sec. 310, (n) (1) The Secretary shall levy and colleet a fee of not to excesd 3
cents per barrel on oil obtained from the Outer Contifiental Shelf, which shall
be imposed on the owner of the oil when such is transferred from a well to a
pipeline or vessel. Any oil upon which a fee has been levied pursuant to this
subgection shall not be subject to a subsequent. levy under this subsection.

(2) The collection of the fee imposed pursuant to paragraph (1) of this sub-
section shall continue until the amount in the revolving account totals at least.
£100.000.000. whereupon collection of such fee may be suspended. Therenfter.
the Secretary shall, from time to time and in accordance with the limitation set
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forth in the first sentence of paragraph (1) of this subsection, modify by regu-
Iation the amount of the fee, if any, to be collected under this subsection in
order to maintain the revolving account at a level of not less than $100,000,000
and not more than $200,000,000. For purposes of this paragraph, all sums de-
posited pursuant to subsection (b) of this section shall be included in the cal-
culativn of the balance in the revolving account,

(b) All sums received through fee coliection, reimbursements, fines, penalties,
investments, and judgments pursuant to this title shall be deposited in the re-
volving account, except that whenever the amount in the revolving account
exceeds $200,000,000, the excess sums shall be deposited in the Treasury of the
United States and credited to miscellaneous receipts.

(e¢) All sums not needed for the purposes specified in this title shall be pru-
dently invested in income-producing securities issued by the United Stat¢s and
approved by the Secretary of the Treasury.

FINANCIAL RESPONSIBILITY

Skc. 311. (a) Each owser or operator of an offshore facility shail establish
and maintain, under rules and regulations prescribed by the President, evidence
of financial responsibility based on the capacity of the offshore facility and
other relevant factors. Financial responsibility may be established by any one,
or a combination of, the following methods acceptable to the President: (1) evi-
dence of insurance, (2) surety bonds, (3) qualification as a self-insurer, or (4)
other evidence of financial responsibility satisfactory to the President.

(b) Each owner or operator of a vessel over three hundred gross registered
tons (other than a vessel which is not self-propelled and which does not carry
oil as cargo or fuel) shall establish and maintain, under rules and regulations
prescribed by the Federal Maritime Commission, evidence of financial reponsi-
bility based on the liability requirements of thig title and the tonnage of the
vessel. In cases where an owner or operator owns, operates, or charters more
than one such vessel, financial reponsibility need only be established to meet the
maximum liability to which the largest of such vessels could be subjected. Fi-
nancial responsibility may be established by any one, or combination, of the fol-
lowing methods acceptable to the President: (1) evidence of insurance, (2)
surety bonds, (3) qualification as a self-insurer, or (4) other evidence of finan-
cial respongibility satisfactory to the President.

(¢) Any claim for cleanup costs and damages by any claimant or by the Fund
may be brought directly against the surety, the insurer, or any other person
providing financial responsibility.

Y () Any person who fails to comply with the provisions of this section or any
regulation issued under this section shall be subject to a fine of not more than
$25,000.

(e) The President shall increase the requirements established under this sec-
tion and the limit of liability under section 308 of thix title annually, by an
amount equal to the annual percentage increase in the wholesale price index.

(£) No owner or operator of an offshore facility or vessel who establishes and
maintaing evidence of financial responsibility in accordance with this section
shall be required under any State law, rule, or regulation to estublish any other
evidence of financinl responsibility in connection with liability for the discharge
of oil from such offshore facility or vessel. Evidence of compliance with the finan-
c¢ial responsibility requirement of this section shall be accepted by a State in lieu
of any other requirement of financial responsibility imposed by such State in
connection with liability for the discharge of oil from such off<hore facility or
vessel,

TRUSTEE OF NATURAL RESOURCES

Sec. 312. The Secretary, or the authorized representative of any State, shall
act on hehalf of the public as trustee of the natural resources to recover for
damages to such resources. Sums recovered shall be used to restore, rehabilitate,
or acquire the equivalent of such natural resources by the appropriate agencles
of the Federal Government, or the State government,

CLAIMS PROCEDURE

Skc. 313. (1) The Secretary shall preseribe, and may from time to time amend,
regulations for the filling, processing, settlement, and adjudication of clalng for
clernup costs and damages resulting from the discharge of oil from an offshore
facllity or vessel.
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(b) (1) Whenever the Secretary receives information from any person alleging
the discharge of oil from any offshore facility or vessel in violation of section 303
of this title, he shall notify the owner and operator of such offshore facility or
vegsel of such allegation. Such owner or operator may, within five days after
receiving such notification, -deny such allegation, or deny lability for damages
for any of the reasons set forth in section 308 (d) of this title,

(2) Any denial made pursuasit to paragraph (1) of this subsection shall be
adjudicated in accordance with the provisions of subsection (i) of this section.

(e) (1) If a denial is not made pursuant to subsection (b) (1) of this section,
the owner and operator, or the person providing financial responsibility, shall
advertise, in accordance with regulations promulgated by the Secretary, in any
firen where damages may occur, the procedures under which claims may bhe
pregented to such owner and operator or such person providing finuncial responsi-
bility. The Secretary shall publish the text of such advertisement, in modified
form if necessary, in the Federal Register. If any person fails to make any
advertisement required by this paragraph, the Secretary shall do so and such
person shall pay the costs of such sdvertisement.

(2) It a denial is made pursuant to subsection (b) of this section, the Secre-
tary shall advertise and publish procedures under which claims may be pre-
gented to the Secretary for payment by the Fund from the revolving account.

(3) Any advertisement made under this subsection shall commence no later
than fifteen days after the date of the notification and shall continue for a period
of no less than thirty days. Such advertisement shall be repeated thereafter in
such modified form as may be necessary, but not less frequently than once each
calendar quarter for a total period of five years.

(d) (1) Any claim presented to any person under subsection (e) (1) of this
section, or to the Secretary for payment from the Fund, shall be presented
within one year after the date of discovery of any damages for which such
claim is made, except that no such claim may be presented after the end of the
five-year period beginning on the date on which advertising was commenced
pursuant to subsection (c¢) of this section,

(2) Each person’s damage claims arising from one incident which are pre-
gsented to the Secretary shall be stated in one form, which may be amended to
include new claims as they are discovered. Damages which are known or reason-
ably should be known, and which are not included in the claim at the time
compensation is made, shall be deemed waived.

(e) (1) Except as provided in subsection (f) of this sedtion, all claims shall
be presented (A) to the owner and operator, or (B) to the person providing
fillanelal responsibility. ]

(2) Any person to whom a claim has been presented pursuant to paragraph
(1) of this subsection shall promptly notify the claimant of the rights which
such claimant may have under this title and ne the Secretary of receipt of
such claim.,

(f) The following clainis may be presenteé to the Secretary for payment by
the Fund from the revolving account.:

(1) Any claim for damages resulting from any discharge with respect to
which a denial has been made pursuant to subsection (b) (1) of this section.
(2) Any claim which has been presented to any person pursuant to sub-
section (e) (1) of this section, if such person—
(A) has not accepted liahility for such claim for any such reason,
(B) submits to the claimant a written offer for settlement of the
claim, which the claimant rejects for any reason, or
(C) has not settled such claim by agreement with the claimant within
sixty days after the date on which (i) such claim was presented, or (ii)
advertising was commenced pursuant to subsection (¢) of this section,
whichever date is later.

(g) In the case of a claimn which has been pregsented {o any person under sub-
section (0) (1) of this section, and which may be presented to the Secretary
under subsection (£) (2) of this section, such person sha)l, within two days after
a request by tha claimant, transmit directly to the Secretary such claim and such
other supporting documments as the Secretary may by regulation prescribe, and
such claim shall be deemed presented to the Secretary for payment by the Fund.

(h) (1) Except as provided in paragraph (2) of this subsection, the Secretary
shall use the facilities and services of private insurance and claims adjusting
organizations in administering this section and may contract to pay compensation
for such facilities and services. Any contract made under the provisions of this
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paragraph may be made without regard to the provisions of section 3709 of the
Revised Statutes, upon a showing by the Secretary that advertising is not reason-
ably practicable, and udvance payments may be made. A payment to a claimant,
for a single claim in excess of $100,000, or two or more claims aggregating in
excess of $200,000, shall be first approved by the Secretary.

(2) In extraordinary circumstances in which the services of such private
organizations are inadequate, the Secretary may use Federal personnel to ad-
minister the provisions of this section, to the extent necessitated by such extraor-
dinary circumstances.

(i) The following matters in dispute shall be submitted to the Secretary and
adjudicated pursuant to the provisions of this gsection :

(1) Upon the petition of a claimant, in the case of a claim which has been
presented to the Secretary for payment by the Fund, and in which the
Secretary—

(A) has, for any reason, denied liability for such claim; or

{B) has not settled such claim by agreement with such c¢laimant
within ninety days after the date on which (i) such claim was presented
to the Secretary, or (ii) advertixing was commenced pursuant to sub-
section () (2) of thix title, whichever date i8 later.

(2) Upon the petition of the owner and operator or the person providing
financinl responsibility, who is or may be liable for cleanup ¢osts and dam-
ages pursuant to section 308 of this title— -

(A) any denial made pursuant to subsection (b) (1) of this section;

(B) any objection to an exception to the limit of liability set forth
in section 308 (b) or (¢) of this title; and

(') the amount of any paywent or proposed payment by the Fund
which may be recovered from such owner and operator, or such person
pir«lwiding finuncial responsibility, pursuant to section 300(d) of this
title.

(J) (1) Upon receipt of any matter in dispute submitted for adjudication pur-
suant to subsection (i) of this section, the Secretary shall refer such matter to
a heuring examiner appointed under section 3105 of title 5, United States Code.
Such hearing examiner shall promptly adjudicate the ease and render a decision
in accordance with section 554 of title 5, United States Code.

(2) For purposes of any hearing conducted pursuant to this subsection, the
hearing examiner shall have the power to administer oaths and subpena the
attendance and testimony of witnesses and the production of books, records, and
other evidence relative or pertinent to the issues presented for determination.

(3) A hearing conducted under this subsection shall be conducted within the
United Stater judicial district within which the matter in dispute oceurred, or,
it such matter occurred within two or more districts, in any of the affected
districts or, if such matter in dispute occurred outside of any district, in the
nearest disgricet, .

(k) Upon a decision by the hearing examiner and in the absence of a request
for judicial review, any amount to be paid from the revolving account shall be
certified to the Fund which shall promptly disburse the award. Such decision
shall not be reviewable by the Secretary.

JUDICIAL REVIEW

Skc, 314. (a) Auy person who suffers legal wrong or who is adversely affected
or aggrieved by the decision of a hearing examiner may, no later than sixty days
after such decision is made, seek judicial review of such decision (A) in the
Uinited States court of appeals for the circuit in which the damage occurred, or,
it xuch damage oceurred outside of uny circuit, in the United States court of
appeals for the nearesc circult, or (B) in the United States Court of Appeals for
the District of Coinmbia,

(b) In any case in which the person responsible for the discharge, or the Fund,
seeks judlclal review, attorneys’ fees and court costs shall be awarded to the
claimant if the decision of the hearing examiner i afirmed.

CLABS ACTIONS

Src, 3135, (n) The Attorney General may act on behalf of any group of damaged
citizens which the Secretary determines would be more adequately represented
g # clags In the recovery of claims under this title. Sums recovered shall be dis-
fributed to the members of such group.
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(b) If. within ninety days after a discharge of oil in violation of section 303
of this title has occurred, the Attorney (General fails to act on behalf of a group
who may be entitled to compensation, any member of such group may maintain
a class action to recover such damages on behalf of such group. Failure of the
Attorney General to act in accordance with this subsection shall have no bear-
ing on any class action maintained in accordance with this subsection.

(¢) In any case in which the number of members of the class seeking the re-
covery of claims under this title exceeds one thousand, publishing notice of the
action in the Federa) Register and in local newspapers serving the areas in
which the damaged parties reside shall be deemed to fulfill the requirement for
public notice established by rule 23(e¢) (2) of the Federal Rules of Civil Proce-
dure,

REPRESENTATION

Skc. 310. The Secretary shall initially request the Attorney General to promptly
institute court actions and to appear and represent the Fund for all claims under
this title. Unless the Attorney General notifies the Secretary that he will in-
stitute such action or will otherwise appear within a reasonable time, attorneys
appointed by the Secretary shall appear and represent the Fund.

JURISDICTION ANEL VENUE

Sec. 317. (1) The United States district courts shall have original jurisdiction
over all controversies arising under this title, without regard to the citizenship of
the parties or the amount in controversy.

(b) Venue si.sil lie in any district (1) wherein the damage complained of oc-
curred, or, if such damage occurred outside of any district, in the nearest dis-
trict, or (2) wherein the defendant rexides, may be found, or has its principal
office. For the purposes of this section, the Fund shall reside in the District of
Columbia.

ACCESS TO RECORDS

Skc. 318. (a) Each person responsible for contributing to the Fund in accord-
ance with this title shall keep such records and furnish such information as the
Secretary shall prescribe in regulations. Collection shall be at such times and such
manner a8 shall be prescribed in such regulations.

(b) The Secretary shall have access to any books, documents, papers, and
records of such person in order to undertake regular examinations of the audits
on the collection of fees,

(c) The Comptroller General shall have access to any books, documents, papers,
records, and other information of uny person liable to contribute to the Fund,
and of the Fund.

PUBLIC ACCESS TO INFORMATION

Sec. 319. (a) Coples of any communication, document, report, or information
transmitted hetween any official of the Federal Government and any person con-
cerning liability und compensation for damages resulting from the discharge of
oil from an offshore facility or vessel shall be made available to the public for
inspection, and shall be available for the purpose of reproduction at a reasonable
cost, to the public upon identifiable request.

(b) Nothing contained in thix section shall be construed to require the release
of any information of the kind described In subsection (b) of section 552 of title
5, United States Code, or which ig otherwise protected hy law from disclosure
to the public,

ANNUAL REPORT -

Sec. 320. Within six months after the end of each fisenl year, the Secretary
shall submit to the President of the Senate and the Speaker of the House of Rep-
resentatives (1) a report on the administmtion of the Fund during such fiscal
year, (2) a summary of the management and enforcement activities of the Fund,
and (3) recommendations to the Congress for such additional legislative author-
ity ax may be necessary to improve the management of the Fund and the
administration of the Hability provisions of this title,

AUTHORIZATION OF APPROPRIATIONS

Skc. 321. (a) ‘There ix authorized to he appropriated for the administration
of thix title £10,000.000 for the fisea! year ending September 30, 1977, £3,000,000
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for the fiscal year ending September 30, 1978, and £5,000,000 for the fiscal year
ending September 30, 1979.

(b) There are aiso authorized to be appropriated to the Fund from time to
time such amounts ax may be necessiry to carry out the purposes of the appli-
cable provisions of thix title, including the entering into contracts pursuant to
section 308(b) (4) of this title, any disbursements of funds pursuant to
section 300(a) of thix title, and the issuance of notes or other obligations pur-
suant to section 309 (e) of this title.

(c) Notwithstanding any other provision of this title, the authority to make
contracts pursuant to section 308(b) (4) of this title, to make disbursements
bursuant to section 308 (a) of this title, to issue notes or other obligations pur-
suant to section 308(e) of thix title, and to charge and collect fees pursuant to
section 310(a) of thix title shall be effective only to the extent provided, without
n;u,:;ll ym{ limitation, in appropriation Acts enacted after the date of enactment
of this title.

RELATIONSHIP TO OTHER LAW

s

Sec. 322. (a) Except as provided in section 311(1f) of this title, this title shall
hot be interpreted to preempt the fleld of liability or to preclude any State from
Imposing additional requirements or lability for any discharge of oil resulting
in damages or cleanup costs within the jurisdiction of any State,

(b) Any person who receives compensation for damages or cleanup costs pur-
suant to this title shall be precluded from recovering compensation for the same
damages or cleanup costs pursuant to any other State or Federal law. Any person
who receives compensation for damages or cleanup costs pursuant to any other
State or Federal law shall be precluded from receiving compensation for the same
damages or cleanup costs under this title,

TITLE IV—AMENDMENTS TO THE COASTAI, ZONE MANAGEMENT
ACT OF 1972

AMENDMENTS TO THE COABTAL XONE MANAGEMENT ACT OF 1972

Sec. 401. The Coastal Zone Management Act of 1972, as amended (16 U.8.C.
1451 et seq.), is amended as follows :

(1) Section 304 of such Act (16 U.8.C. 1453) is amended by adding at the end
thereof the following new subsections:

“(J) ‘Outer Continental Shelf energy activity’ means exploration for, or the
development or production of, oil and gas resources from the outer Continental
Shelf, or the location, construction, expansion or operation of any energy facilities
made hecessary by such exploration or development.

“(k) ‘Energy facilities’ means new facilities, or additions to existing
facilitieg— :

“(1) which are or will be directly used in the extraction, conversion, stor-
age, transfer, processing, or transporting of any energy resource; or
“(2) which are or will be used primarily for the manufacture, production,
or assembly of equipment, machinery, products, or devices which are or will
be directly involved in any activity described in paragraph (1) of this sub-
section and which will serve, impact, or otherwise affect a substantial
geographical area or substantial numberx of people.
The term includes, but is not limited to (A) electric generating plants; (B)
petrolenm refineriex and associated facilities; (C) gasification plants; linuefied
natural gas storage, transfer, or conversion facilities; and uranium enrichment
or nuclear fuel processing facilities; (D) outer Contlnental_Shelt oil and gas
exploration, development, and production facilities, including piatforn:s, assembly
plants, storage depots, tank farms, crew and supply bases, refining cox_up!exes.
and any other installation or property that.is necessary for such expioration,
development, or production; (E) facilitiex for offshore loading and marine
transfer of petroleum ; (¥) pipelines and transmission facilities; and (G) termi-
nals which are associated with any of the foregoling.

“(1) ‘Public facilities and public services' means any services or facilities
which are financed, in whole or in part, by state or local government. Such
services and facilities include, but are not limited to, highways, secondary roads,
parking, mass transit, water supply, waste collection and treatment, schoolg and
education, hospitals and health care, fire and police protection, recreation and
culture, other human services, and facilities related thereto, and such govern-
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mental services as are necessary to support any increase in population and
development.

“(m) ‘Local government’ means any political subxdivision of any coastal state
it «uch subdivision has taxing authority or provides any public service which
is financed in whole or part by taxes, and such term includes, but it not limited
to, any school district, fire district, transportation authority, and any other
special purpose district or authority.

“(n) ‘Net adverse Impacts’ means the consequences of 1 coastal energy activity
which are determined by the Secretary to be economically or ecologically costly
to a state's coastal zone when welghed against the benefits of a coastal energy
activity which directly offset such costly consequences according to the criteria
as determined in accordance with section 308(¢) of this title. Such impacts may
include, but are not limited to—

“(1) rapld and significant population changes or economic development
requiring expenditures for public facilities and public services which cannot
be financed entirely through its usual and reasonable means of generating
state and local revenues, or through availability of Federal funds jacluding
those authorized by this title;

“(2) unavoldable loss of unique or unusually valuable ecological or recrea-
tional resources when such loss cannot be replaced or restored through its
ustial and reasonable means of generating state and local revenues, or
through availability of Federal funds including those suthorized by this title.

“(0) ‘Coastal energy activity’ means any of the following activities if it is
carried out in, or has a significant effect on, the coastal zone of any coastal
state or coastal states—

“{1) the exploration, development, production, or transportation of oil
and gas resources from the outer Continental Shelf and the location, con-
struction, expansion, or operation of supporting equipment and facilities
limited to exploratory rigs and vessels; production platforms; subsea com-
bletion systems; marine service and supply bases for rigs, drill ships, and
supply vessels; pipelines, pipelaying vessels and pipeline terminals, tanks
receiving oll or gas from the outer Continental Shelf for temporary storage;
vessel loading docks und terminals used for the transportation of oil or gas
from the outer Continental Shelf; and other facilities or equipment required
for the removal of the foregoing or made necessary by the foregoing when
such other facilities or equipment are determined by the coastal state af-
fected to have technical requirements which would make their location, con-
struction, expansion, or operation {n the coastal zone unavoidable;

“(2) the location, construction, expansion, or operation of vessel loading
docks, terminals, and storage facilities used. for the transportation of lique-
fied natural gas, coal, or oll of conversion or treatment facilities necessarily
associated with the processing of liquefied natural gas; or

“(3) the location, construction, expansion, or operation of deepwater ports
and directly associated facilities, as defined in the Deepwater Port Act (33
11.8.C. 1501-1524).”.

(2) Sections 308 through 315 of such Act (16 U.S.C. 1457 through 1464) are
redesignated as sections 310 through 317, respectively.

(3) Such Act is amended by inserting immediately after section 307 the fol-
lowing new subsections:

“COASTAL ENKRGY ACTIVITY IMPACT PROGRAM

“Skc. 308. (n) (1) The Secretary shall make a payment for each fiscal year to
each coastal state in an amount which bears to the amount appropriated for that
fiseal year pursuant to paragraph (6) of this subsection the same ratio as the
number representing the average of the following proportions (computed with
regard to such state) bears to 100—

“(A) the proportion which the outer Continental Shelf acreage which is
adjacent to such state and which is leased by the Federal Government in that
yenr bears to the total outer Continental Shelf acreage which is leased by the
l-e‘(‘leral Government in that year:

(B) the proportion which the number of exploration and development
wells adjacent to that state which are drilled in that year on outer Conti-
nental Shelf acreage leased hy the Federal Government bears to the total
number of exploration and development wells drilled in that year on outer
Continental Shelf acreage leased by the Federal Government H
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“(C) the proportion which the volume of oil and natural gas produced in
that year from outer Continental Shelf acreage which is adjacent to such
state and which Is leased by the Federal Government bears to the total
volume of oil and natural gas produced in that year from outer Continental
Shelf lands under Federal lease in that year;

“(D) the proportion which the volume of oil and natural gas produced
froin outer Continental Shelf acreage leased by the Federal Government and
first landed in such state in that year bears to the total volume of oil and
natural gas produced from all outer Continental Shelf acreage leased by the
Federal Government and first landed in the United States in that year;

“(E) the proportion which the number of individuals residing in such state
in that year who are employed directly in outer Continental Shelf energy
activities by outer Continental Shelf lessees and their contractors and sub-
contractors bears to the total number of individuals residing in all coastal
states who are employed directly in outer Continental Shelf energy activities
jn that year by outer Continental Shelf lessees, and their contractors and
subcontractors ; and

“(F) the proportion which the onshore capital investment which is made
during that year in such state and which is required to directly support outer
Continental Shelf energy activities bears to the total of all such onshore
capital investment made in all coastal states during that year,

“(2) For purposes of calculating the proportions set forth in paragraph (1) of
this subsection, ‘the outer Continental Shelf lands which are adjacent to such
state’ shall be the portion of the outer Continental Shelf lying on that state’s side
of extended seaward boundaries determined as follows: (A) In the absence of
seaward lateral boundaries, or any portion thereof, clearly defined or fixed by
interstate compacts, agreements, or judicial decree (if entered into, agreed to, or
issued before the effective date of this paragraph), the boundaries shall be that
portion of the outer Continentai Shelf which would lie on that state’s side of
lateral marine boundaries as determined by the application of the principles of
the Convention on the Territorial Sea and the Contiguous Zone, (B) If seaward
laternl boundaries have been cleurly defined or fixed by interstate compacts,
agreements, or judicial decree (if entered into, agreed to, or issued before the
effective date of this paragraph), such boundaries shall be extended on the basis
of the principles of delimitation used to establish them.

“(3) The Secretary shall have the responsibility for the compilation, evalua-
tion, and calculation of all relevant data required to determine the amount of
the payments anthorized by this subsection and shall, by regulations promulgated
in accordance with section 553 of title 5, United States Code, set forth the
method by which collection and evaluation of such data shall be made. In com-
piling and evaluating such data, the Secretary may require the assistance of
any relevant Federal or State agency. In calculating the proportions set forth
in paragraph (1) of this subsection, payments made for any fiscal year shall be
based on data from the immediately preceding fiscal year, and data from the
transitional quarter beginning July 1, 1976, and ending September 30, 1976, shall
be included in the data from the fiscal year ending June 30, 1976.

“(4) Each coastal state receiving payments under thiz subsection shall use the
moneys for the following purposes and in the following order of priority:

“(A) The retirement of state and local bonds, if any, which are guaran-

I teed under scction 309 of this title which were issued for projects or pro-

grams designed to provide revenues which are to be used to provide public
services and public facilities which are made necessary by outer Continental
Shelf energy activity ; except that, if the amount of such payments is insuffi-
cier:t to retire both state and local bonds, priority shall be given to retiring
local bonds.

“(B) The study of, planning for, development of, and the carrying out of
projects or programs which are designed to previde new or additional public
facilities or public services required as a direct result of outer Continental
Shelf energy activity.

“(C) The reduction or amelioration of any unavoidable loss of unique or
unusually valuable ecological or recreational resources resulting from outer
Continental Shelf activity.

“(5) It shall.be the responsibility of the Secretary to determine annually if
such coastal stiate hag expended or committed funds in accordance with the pur-
poses authorized herein hy utilizing procedures pursuant to section 312 of this
title. The United States shall be entitled to recover from any coastal state that
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portion of any payment received by such state under this subsection which—

“(A) is not expended by such state before the close of the fiscal year

* immediately following the fiscal year in which the payment was disbursed, or

*(B) Is expended or committed by such state for any purposes other than
a purpose set forth in paragraph (4) of this subsection.

“(6) For purposes of this submection, there are hereby authorized to be
appropriated funds not to exceed $50,000,000 for the fiscal year ending September
30, 1077 ; $50,000,000 for the fiscal year ending September 30, 1978 ; $75,000,000
for the fixcal year ending September 30, 1979; $100,000,000 for the‘ fiscnl year
ending September 30, 1980; and $125,000,000 for the fiscal year ending Septem-
ber 30, 1081,

4(7) It is the intent of Congress that each state receiving payments under
this subsection shall, to the maximum cxtent practicable, allocate all or a
portion of such payments to Jocal governments thercof and that such allocation
shall be on a hasis which is proportional to the extent to which lncal governments
réquire assistance for purposes ay provided in paragraph (4) of this subsection,
In addition, any coastal state may, for the purposes of carrying out the pro-
visfonx of this subsection and with the approval of the Secretary, allocate all or a
portion of any grant received under this subsection to (A) any areawide agency
designated under section 204 of the Demonstration Cities and Metropolitan
Development Act of 1086, (I2) any regional agency, or (C) any intlerstate
agency. No provision in this subseciion shall relieve any state of the responsi-
bility for insuring that any funds allocated to any local government or other
agency shall be applied in furtherance of the purposes of this subsection.

“(b) (1) The Secretary may make grants to any coastal state if he determines
that such stute’s constal zone ix being; or ix likely to be, impacted by the location
construction, expansion, or operation of energy facilities in, or which significantly
affect its coustal zone. Such grants shall be for the purpose of enabling such
constal state to study and plan for the economlic, social, and environmental
vongequences which are resulting or are likely to result in its coastial zone from
such energy freilities. The amount of any such grant may equal up to 80 per
centum of the cost of such study or plan, to the extent. of available funds.

#{2) The Secretary may make grants to any coustal ztate if he is satisfied, pur-
suant to regulsations and criteria to be promulgated according to subsection (c)
of this section, that such state's coastal zone has suffered, or will suffer, net
adverse impacts from any coastal energy activity. Such grants shall be used for,
and may equal up to 80 per centum of the cost of carrying out projects, programs,
or other purposes which are designed to reduce or ameliorate any net adverse
hmpacts resulting from coastal energy actj vity.

“{¢) Within one hundred and eighty days after the effective date of this
section, the Secretary shall, by regulations promulgated in accordance with
section 553 of title 5, United Statex Code, establish requirements for grant
eligibility under subsection (b) of thix section. Such regulations shall—

(1) Include appropriate criteria for determining the amount « £ a grant
and the general range of studying and planning activities for which grants
will be provided under subsection (b) (1) of this sectlon;

“(2) specify the meung and criterin by which the Secretary shall deter-
mine whether a state’s coastal zone hag, or will suffer, net adverse impacts;

*(3) Iinclude criteria for caleulating the amount of 2 grant under sub.
section (b) (2) of this sectjon, which criteria shall include considerntion of—

"(A) offsetting henefits to the state’s coastal zone or a political sub-
division thereof, including but not limited to, increased revenues:
“{B) the state's overall offorix 1o reduce or amellorate net adverse
impacts, including bt not limited to, the state’s effort to insure that
persong whote coastal energy activity is directly responsible for net
adverse impacts in the state’s constal xone are required, to the maxhmum
extent practicable, to reduce or ameliorate such net adverse impacts:
“((?) the state’s cousideration of alternative sitex for the coastal
energy netivity which would minimize net ndverse Impacts: and
“(D) the availability of Federal funds pursuanf to other statutes,
regulations, and progeams, and under subsmction (a) of this section,
which may be nsed in whole or i part to reduce or ameliorate net
adverse impacts of coastal energy activity:
In developing regulations under this section, the Secretary shall consult with the
approprinte Federal agencies, which upon request, shall assist the Secretary in
the formulation of the regulations under this subsection on a honrelmblursable
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basis; with representatives of appropriate state and local governments; with
commercial, industrial, and environmental organiz s ; with public and private
groups; and with any other appropriate organizations and persons with knowl-
edge or concerns regarding adverse impacts and benefits that may affect the
coastal zone,

“(d) All funds appropriated to carry out the purposes of subsection (b) of
this section shall be deposited in a fund which: shall be known as the Coastal
snergy Activity Impact Fund, The fund shall be administered and used by the
Secretary sy a 1evolving fund for carrying out such purposes. General expenses
of administering this section may be charged to the fund. Moneys in the fund
ny be deposited In Interest-bearing accounts or invested in bonds or other
mt;ligutions which are guaranteed as to principal and interest to the United
States,

"(e) There are hereby authorized to he appropriated to the Coastal Energy
Activity Impact Fund such sums not to exceed $125,000,000 for the fiscal year
ending September 30, 1977, and for each of the next four succeeding fiscal years,
as may be necessary, which shall remain available until expended.

“(f) It is the intent of Congress that each state receiving any grant under
paragraph (1) or (2) of subsection (¢) of this section shall, to the maximum
extent practicable, allocate all or a portion of such grant to any local government
thereot which has suffered or may suffer net adverse impacts resulting from
constal energy activitien and such allocation shall be on a basis which is propor-
tional to the extent of such net adverse impact. In addition, any coastal state
may, for the purpose of carrying out the provisions of subsection (c) of thix
section, with the approval of the Secretary, allocate all or & portion of any grant
received to (1) any sreawide agency designated under section 204 of the Demon-
stration Cities and Metropolitan Development Act of 1966, (2) any regional
agency, or (3) any interstate agency. No provision in subsection (b) of this
sectiest shali relieve a state of the responsibility for insuring that any funds
80 allocated to any local government or any other agency shall be applied in
furtherance of the purposes of such subscection.

“(g) No coastal state is eligible to receive any payment under subsection
(1) of this section, or any grant under subsection (b) of this section unless
such state—

“(1) Iz receiving a program development grant under section 305 of this
title, or is making satisfactory progress, ag determined by the Secretary
toward the development of a coastal zone management program, or hag such
a program approved pursuant to section 306 of this title ; and

*(2) hax demonstrated to the satisfaction of, and has provided adequate
assurances to, the Secretary that the proceeds of any such payment or grant
will be used in a manner consistent with the coastal zone management pro-
gram being developed by it, or with its approved program, consistent with
the goals and objectives of this title.

“STATE AND LOCAL GOVERNMENT BONE GUARANTEERS

“Ske. 309, (n) The Secretary is antherized, in accordance with such rules as
he shall preseribe, to make commitments to guarantee and to guarantee the pay-
ment of interest on and the principal balance nf bondg or other evidences of
indehtedness issued by a coagtal ktate or unit of general purpose local government
for the purposes gpecified in subkection (b) of this seetion,

“'(h) A bond or other evidenece of indebtedness may be guaranteed under this
section only If it s issued by a coastal state or unit of general purpose local
government for the purpose of obtaining revenues which are to be used to provide
publie services and publie facllities which are made necessary by outer Con-
tinental Shelf energy activities,

“(e¢) Bonds or other evidences of indebtedness guaranteed under this section
shall be guaranteed on such terms and conditiazz ae the Secretary shall pre-
scribe, except that—

“(1) no guarantee shall be mede unless the Seeretary determines that
the issuer of the evidence of indebtedness would not ba able to borrow suM-
clent revenues on reasonable terms and conditions without the guarantee:;

“(2) the guarantees shall provide for complete amortization of the indebt-
edness within a period not to exceed thirty years;

“(3) the aggrexate prineipal amount of the obligations which may be
guaranteed under this section on behalf of a coastal state or a unit of gen-
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eral purpose local government and outstanding at any onie time may not
exceed $20,000,000;

*(4) the aggregate principal amount of all the obligations which may he
guaranteed under this section and outstanding at any one time may not ex-
ceed $£200,000,000; . .

“(5) no guarantee shall be mnde unless the Secretary determines that
the bonds or other evidences of indebtedness will—

“(A) be Issued only to investors approved by, or meeting requirements
prescribed by, the Secretary, or, if an offering to the public ig contem-
plated, be underwritten upon terms tnd conditions approved by the
Secretary ;

“(B) bear interest at n rate satisfactory to the Secretary;

“(C) contain or be subject to repayment, maturity, and other provi-
siong satisfactory to the Secretary ; and

*(D) contain or be subject to provisions with respect to the protection
of the security interest of the United States ;

“(6) the approval of the Secretary of the Treasury shall be required with
respect to any guarantee made under this section, except that the Secretury
of the Treasury may waive this requirement with respect to the issuing of
any such obligation when he determines that such issuing does not have a
significant impact on the market for Federal Government and Federal Gov-
ernment-guaranteed securities ;

“(7) the Secretary determines that there is reasonable assurance that the
fssuer of the evidence of indebtedness will be able to make the payments of
the principal of and interest on such evidence of indebtedness; and

“(8) no guarantee shall be made after September 30, 1981,

“(d) (1) Prior to the time when the first bond or other evidence of indebted-
ness is guaranteed under this section, the Secretary shall publish in the Federal
Register a list of the proposed terms and conditions under which bonds and other
evidences of indebtedness will be guaranteed under this section. For at least
thirty days following such publication, the Secretary shall receive, and give
consideration, to comments from the public concerning such terms and conditions.
Following this period, the Secretary shall publish in the Federal Register a
final list of the conditions under which bonds and other evidences of indebted-
ness will be guaranteec under this section. The initial guarantee made under
this section may not be conducted until thirty days after the final list of terms
and conditions is published.

“(2) Prior to making any amendment to such final list of terms and condi-
tions, the Secretary shall publish such amendment in the Federal Register and
recelve, and give consideration to. comments from the public for at least thirty
days following such publication. Following this period, the Secretary shall pub-
lish in the Federal Register the finnl form of the amendment, and such amend-
ment shall not become effective until thirty days after this publication.

“{e) The full faith and credit of the United Statex is pledged to the payment
of all guarantees made under this section with respect to principal, interest,
and any redemption premiums. Any such guarantee made by the Secretary shall
be conclusive evidence of the eligibility of the obligation involved for such guar-
antee, and the valldity of any guarantee so made shall be incontestable in the
hands of a holder of the guaranteed obligation,

“(£) The Secretary shall prescribe and collect a fee in connection with guar-
antees made under this section. This fee may not exceed the amount which the
Secretary estimatex to be necessary to cover the administrative costs of carry-
ing out this seciion. Fees collected under this cubgection shall he deposited in
the revolving fund established-under subsection (i).

‘(@) With respect to any abligation gunranteed under this section, the interest
payment pald on such obligation and recelved by the purchaser thereof (or his
sueeessor in Interest) shall be included In grosg income for the purpose of
chapter 1 of the Internnl Revenue Code of 1934,

“(h) (1) Payments required to be made as a result of any guarantee made
under this section shall be made by the Secretary from funds which may be
appropriated to the revolving fund established by subzection (i) or from funds
abtnined from the Secretary of the Treasury and deposited In such revolving
fund pursuant. to subsection (1) (2).

“(2) Tt there is a default by a coastal state or unit of general purpose local
government in any payment of principal or interest due nnder a bond or other
ovidence of indebtedness guaranteed by the Secretary under this section, any
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holder of such bond or other evidence of indebtedness may demand payment by
the Secretary of the unpaid interest on and the unpald principal of such obliga-
tion as they become due, The Secretary, after investigating the facts presented by
the holder, shall pay to the holder the amount which s due him, unless the Sec-
retary finds that there was no default by the coastal state or unit of general
purpose local government or that such default has been remedied. If the Secre-
tary makes a payment under this pnragraph, the United States shall have a right
of reimbursement against the constal state or unit of general purpose local gov-
ernment for which the payment was made for the amount of such payment plus
interest at the prevalling current rate as determined by the Secretary. If any
revenue becomes due to such coastal state or unit of general purpose local govern-
ment under section 308(a) of this title, the Secretary shall, in lieu of paying
such coastal state or unit of genceral purpose locul government such revenue, de-
posit such revenue in the revolving fund established under snbsection (1) until
the right. of reimbursement has been satisfied.

*“(3) The Attorney General shall, upon request of the Secretary, take such
action as may be approprinte to enforce any right accruing to the United States
as n result of the fssuance of any guarantee under this section. Any sum re-
covered pursuant to thix paragraph shall be paid into the revolving fund estab.
lished by subsection (i).

“(1) (1) The Secretary shall establish a revolving fund to provide for the
timely puyment of any liability incurred as a result of guarantees made under
thix section, for the payment of costs of administering this section, and for the
pryment. of obligations jssned to the Secretary of the Treasury under para-
graph (2) of this subsection. This revolving fund shall be comprised of—

*(.\) receipts from fees collected under this section;
“(B) recoveries under security, subrogation, nnd other rights;
“(C) reimbursements, interest income, and any other receipts obtained in
connection with gunrantees made under this section ; .
(D) proceeds of the obligations issued to the Secretary of the Treasury
pursunnt to paragraph (2) of this subsection; and
“(E) such sums as may be eppropriated to carry out the provisinng of
this section.
Funds in the revolving fund not currently needed for the purpose of this section
shall be kept on deposit or invested {n obligations of the United States or guaran-
teed thereby or in obligations, participations, or other instruments which are
lawful investments for fiduciary, trust, or public funds. .

*(2) ‘The Secretary may, for the purpose of carrying out the functions of this
section, issue obligations to the Secretary of the Treasury only to such extent or |
fin sueh nmonnts ax may be provided in appropriation Acts. The obligations tssued
under this paragraph shull have such maturities and bear such rate or rates of
interest ag shall be determined by the Secretary of the Treasury. The Secretary
of the Treasury shall purchase any obligation so issued, and for that purpose he
is authorized to use ns a public debt teansaction the proceeds from the sale of any
securlty Issued nnder the Second Liberty Bond Act, and the purposes for which
securitiex may be issned under that Aet are extended to Include purchases of
the obligations hereunder. Proceeds obtained by the Secretary from the issnance
of obligations under thix paragraph shall be deposited in the revolving fund
established in paragraph (1).

*(3) ‘There are nuthorized to be appropriated to the revolving fund such sums
us may be necessary to enrry out the provisions of this section,

“(4) Funds may be obligated for purposes stated in subsection (i) only to
the extent provided in appropriations Actx.

“(J1 No bond or other evidence of indebtedness shall ke guaranteed under this
section unless the issuer of the evidence of indebtedness and the person holding
the note with respect to such evidence of indebtedness permit the General Ae-
counting Office to audit, under rales prescribed by the Comptroller General of
the United States, all financial transactions of xuch ssuer and holder which relate
to such evidence of indebteduness, The representatives of the General Accounting
Office shall have access to all books, accounts, reports, files, and other records
of such issuer and such holder insofur as any such record pertaing to financial
tru::szmtiuus relating to the evidence of indebtedness guaranteed under this
section,

*(k) For purposes of thix section, the term ‘unit of general purpose locul gov-
erimment” shall mean any city, county, town, township, parish, village, or other
general purpose political subdivision of a coastal state, If such general purpose
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political sulklivision possesses taxing powers and has responsibility for providing
public facilities or public services to the community, as determined by the
Secretary,

*(1) Notwithstunding any other provision of this section, the authority to make
guarantees or commitments to guarantee under this section shall be effective only
to the extent provided in appropriations Acts enacted after the date of enactment

of this section,”,
TITLE V—MISCELLANEOUS PROVISIONS

REVIEW 0F SHUT-IN OR FLARING WELLS

Skc. 501. (a) In a report submitted within six months ofter the date of enact-
ment of this Act, and in his annual report thereafter, the Secretary shall list
all shut-in oil and gas wells and wells flaring natural gus on leases issued under
the Outer Continental Shelf Landg Act. Each such report shall be submitted to
the Comptroller General and shall indicate why each well is shut-in or flaring
natural gas, and whether the Secretary intends to require production on such a
shut-in well or order cessation flaring.

(b) Within six months after receipt of the Secretary's report, the Comptroller
General shall review and evaluate the methodology used by the Secretary in
allowing the wells to be shut-in or to flare natural gas and submit his findings
and recommendations to the Congress.

REVIEW AND REVISION OF ROYALTY PAYMENTS

Src. H02. As soon as feasible and no later than ninety days after the date of
enactment of this Act, and annually thereafter, the Secretary of the Interfor shall
submit a report or reports to the Congress describing the extent, during the two-
year period preceding such report, of delinquent royalty accounts under leases
issued under any Act which regulates the development of oil and gas on Federal
lands, and what new auditing, post-auditing, and accounting procedures have
been adopted to assure accurate and timely payment of royalties and net profit
shares. Such report or reports shall include any recommendations for corrective
action which the Secretary of the Interior determines to be appropriate.

NATURAL GAS DISTRIBUTION

Sec. 508. The Federal Power Commission shall, pursuant to its authority under
section 7 of the Natural Gas Act, permit any natural gas distributing company
which engages, directly or indirectly, in development and production of natural
gas from the Outer Continental Shelf to transport to its service area for distribu-
tion any natural gas obtained by such natural gas distributing company from
such development and production. For purposes of this section, the term “natural
gas distributing company"” means any person (1) engaged in the distribution of
natural gas at retail, and (2) regulated or operated as a public utility by a State
or local government.

RELATIONSHIP TO EXISTING LAW

Src. 504. Except as otherwise expressly provided in this Act, nothing in this
Act shall be construed to amend, modify, or repeal any provision of the Coastal
Zone Management Act of 1972, the National Enviconmental Policy Act of 1969,
the Mining and Mineral Policy Act of 1970, or any other Act.

Amend the titleso asto read:

A BILL to establish a policy for the management of oil and natural gas in the
Outer Continental Shelf, to protect the marine and coastal environment, to
amend the Outer Continental Shelf Lands Act, and for other purposes.

I. Sumrary or Key Provisions or H.R. 6218

A.I1.R. 6218 and the Secretary of the Interior

HL.R. 6218 vests new responsibility in the Secretary of the Interior,
designed to provide for rational management of the oil and gas re-
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sources of the Quter Continental Shelf. National energy requirements,
affected states’ needs, environmental protection, alternate uses of the
coastal waters and lands, and economic reality, are all to be taken
into account. ‘

The Secretary must first develop a comprehensive leasing program.
In accordance with a new Section 18 of the OCS Lands Act, the Secre-
tary has nine months in which to prepare the leasing program, indi-
cating size, timing and location of leasing activities for the next five
years, He must review the program annually and update it as neces-
sary. The timing and Jocation of the leasing are to be based on a bal-
ance of an assessment of environmental damage, discovery potential,
und impact on the coastal zone.

The Secretary must submit this plan to the Attorney General, who
shall submit comments on the effects of such a program on competi-
tion; and to any Regional Advisory Board, states, local governments,
and other persons, who may submit comments or recommendations
with regarc{ to any aspect of the program. The plan is then transmitted
to the Congress, with all comments. All specific recommendations
received must be accepted by the Secretary, unless he indicates
specifically why they are not being accepted. Once a leasing program
has been approved, all leasing is to be in accordance with that program.

The Secretary of the Interior can then, in accordance with the pro-
gram, award leases to various bidders. At present, the cash bonus
system is used almost exclusively. Under that system, in order to win a
lease, a company must have vast amounts of capital, and the price to
the company is set without full knowledge of the value of the oil and
gas in the area. This may reduce competition for offshore leases to
the major oil companies and reduce the public return for resources.
To increase competition for offshore leases and secure higher returns
to the public Treasury, Section 8 of the Outer Continental Shelf Lands
Act has been amended to allow the Secretary to use seven other
bidding methods based on net profits; royalty ; or percentages of a lease
area (Phillips Plan). The Secretary is required to choose the new
bidding systems in at least ten percent of all lease sales in frontier
areas during the next five years. If, however, the Secretary finds that
he must use the present system for more than ninety percent of the
lease sales in order to promote eflicient development or competition,
he must submit a report to the Congress, and both Houses must pass a
resolution of approval within thirty days before he may exceed that
limitation.

Other R‘x"ovisions prohibit joint bids among major producers; allow
leases to be for geological structures or traps, or for a reasonable pro-
duction unit; and limit leases to five years unless there is a discovery
or are specific circumstances to justify a five-year extension. In order
to ensure competition, no lease may be issued or extended until the
Attorney General and the Federal Trade Commission have been noti-
fied of the issuance or extension.

To manage activities on a lease, the Secretary of the Interior is to
issue regulations to enforce the Act. Section 204 of the bill amends
Section 5 of the Act to mandate provisions for the issuance of regula-
tions dealing with the temporary suspension of activities on a lease, as
well as for the cancellation of a lease if it is determined that continued
activity would cause serious harm or damage, which would not decrease

T0-312 0 =76 = ¢
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over a reasonable period of time. Cancellation or termination is also

rmitted, and sometimes required, for failure to comply with law,
ease terms, or applicable regulations. o

To allow oversight by the Congress, the Secretary of the Interior 1s
to file an annual report to the Congress within six months after the
end of each fiscal year on the OCS leasing and production program.
Section 207 of the i;ill amends Section 15 of the Act to require this an-
nual report to include a detailed accounting of all monies; a detailed
accounting of all activities; a summary of management, supervision,
and enforcement activities; a list of all shut-in and flaring wells; and
recommendations to the Congress for improvements in management,
slafety, amount of production, and resolution of jurisdictional
disputes.

n addition, the Secretary is to submit a report, after consultation
with the Attorney General, with recommendations for promoting com-
petition, and containing an evaluation of the various bidding systems;
why a particular bidding system has not heen utilized; an evaluation
of alternative bidding systems not authorized by the Act; an evalua-
tion of joint bidding restrictions in promoting competition; and an
evaluation of any measures to increase the supply of oil and gas to in-
dependent refiners and distributors.

B. H.R. 6218 and the Energy Industry

Lessees will face more and stricter regulations as a result of this leg-
islation, but will also enjoy greater certainty about the political en-
vironment in which they are operating.

Private energy companies will continue to be the major explorers
for oil and gas, and the developers and producers of these resources.

Section 206 amends Section 11 of the QCS Lands Act, but includes
the original language of Section 11, which allowed geological and
geophysical explorations to be conducted by any agency of the United
States or any person authorized by the Secretary.

This language, which has been part of the law for twenty-three years,
means that the federal government can, as now, allow exploration
purstant to a lease, permit, or rcgulation, conduct exploration itself,
or contract out for exploration to v done Uy private industry prior to
a lease sale. New language has been added that would require the
Secretary, at least once in every frontier area, to seek qualified appli-
cn]nts to conduct on-structure stratigraphic drilling, prior to a lease
sale.

A company which has obtained a lease must. submit an exploration
plan for approval by the Secretary before it may proceed with its ex-
ploration activities. The exploration plan is to include a schedule of ac-
tivities, a description of the equipment to be used, the general location
of each well to be drilled, and other information as required by the Sec-
retary. The Secretary must review the plan to see if it is in accordance
with the law, regulations prescribed under the Act, and the provisions
of the lease. The Secretary has thirty days to approve or modify such
a plan, but may delay approval if he believes a suspension of activities
on the lease is warranted.

A company which has obtained a lease must also submit a develop-
ment and production plan in accordance with a new Section 25 of the
OCS Act, prior to beginning development and production of the oil
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and gas covered in the lease, This plan must describe the specific work
to be performed, all offshore facilities and operations proposed by the
lessee or known by him, environmental and safety protections, the
rate of development and production, a time schedule for performance,
and other relevant information. In addition, a lessee is to prepare a
statement describing all facilities and operations, other than on the
Outer Continental Shelf, proposed and known by him which will be
constructed or utilized in development and production of oil and gas
from a lease area, including the location and site of such facilities, the
land, labor, material and energy requirements, and all environmental
and safety protections.

The plan then goes through a review procedure by the Governors,
a Regional Board, and any cther interested party. This review process
may take up to seven months. The Secretary must finally approve, dis-
approve, or require modifications of the plan.

C. IH.R. 6218 and the States

A maiior purpose of H.R. 6218 is to involve the States in the en-
tire exploitation process to a greater degree. The bill provides an op-
portunity for them to participate in the decision-making process with
regard to the overall leasing program of the Secretary, and individual
development and production plans of the oil companies. The States are
also supplied with information so that they will be able to plan for and
ameliorate the onshore consequences of offshore development, and
with assistance in coping with the onshore impacts of such develop-
ment. Involving stutes in the process from the beginning should avoid
time-consuming lawsuits later,

A new section 18 of the OCS Act requires a five-year leasing pro-
gram, that must be submitted to the States and local governments for
review.

A new section 19 allows Regional OCS Advisory Boards to be
established to work with Federa] agencies to advise on OCS activi-
ties. Any recommendations by a Regional Advisory Board, or a Gov-
ernor of an affected State, with regard to a proposed lease sale or a
proposed development and production plan, must be submitted within
sixty days and must be accepted by the éecretary unless he deter-
mines that they are not consistent with national security or the over-
riding national interest. In addition, under the new section 25,
modifications of development and production plans must be, to the
extent possible, consistent with State coastal zone management pro-
grams, and valid exercises of authority by any State or any political
subdivision.

A new section 26 details an Outer Continental Shelf Oil and Gas
Information Program. All lessees and permittees must provide access
to thie Secretary to all data obtained from their offshore activities, and
must provide copies of any specific data and interpretation as the
Seeretary may requive. After the Secretary has obtained, processed,
analyzed and interpreted this data, he shall make available to af-
fected States n summary of data to assist them in planning for on-
shore impacts. That summary shall include estimates of reserves, size
and timing of development if any, location of pipelines, and location
and nature of onshore facilities. In addition, he is to allow access by a
state Governor's representative to all information, inclnding proprie-
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tary data, after a lease sale. The Secretary is to prescribe regulations
for confidentiality.

Title IV of the bill creates an Energy Activity Impact Program,
readopting FLR. 3981, the Coastal Zone Management Act Amend-
ments of 1976.. This program provides automatic and impact-demon-
strated grants to states affected by OCS development. Grants that
are automatic are based on a formula calculating impact on the state.
These funds are to be used for the retirement of bonds, the study of,
planring and development for, and carrying out of public projects
to provide new or additional public facilities, and the reduction or
amelioration of any unavoidable damage to unique or unusual ecologi-
cal or recreationa{ resources. Fifty million dollars is provided for
each of fiscal years 1977 and 1978, and that amount increases to $75
million for 1979, $100 million for 1980, and $125 million for 1981.

In addition to these automatic grants, $125 million is authorized to
be granted by the Secretary of Commerce for net adverse impacts re-
sulting from the siting of coastal dependent energy facilities in the
coastal zone for the next five years.

One final provision which affects some states deals with the leasin
of tracts within three miles of the seaward boundary of any coasta
state. Section 205 of the bill, which amends section 8 of the Act,
states that prior to the leasing of any lands within three miles of the
seaward boundary of any coastal state, the Secretary is to provide
relevant information to the Governor of the affected state and to offer
the Governor the opportunity to jointly lease any such area which
might contain a geological structure or trap common to both state
and federal lands. If the Governor accepts, the area is to be jointly
leased. If the Governor refuses, the Secretary may go ahead and lease
the area. In either event, all bonuses, royalties, rents and other reve-
nues are to be placed in an escrow fund until geological information
allows the Secretary and the Governor of the affected coastal state to
determine the proper allocation of payments.

D. H.R.6218 and the Environment

There are many provisions in H.R. 6218 for the protection of the
marine, coastal, and human environment.

A new section 20 places responsibility for conducting studies to ob-
tain baseline information and then to monitor areas in the National
Oceanic and Atmospheric Administration (*NOAA?™) in the Depart-
ment of Commerce, NOAA must prepare a study on any area or re-
gion included in a lease sale. These studies are to be concluded prior
to final approval of any development and production plan, and are
to attempt to predict impacts on the marine biota from OCS activi-
ties, and possible spills.

Section 25 of the Act provides for a review of activities after explo-
ration and prior to development and production. An environmental
impact statement (“EIS™?) and a hearing is mandated in previously
undeveloped regions to occur at least once in every major lease area
prior to approval of development and production. Through an EIS
procedure, or a set period for comments and recommendations, where
no such process is involved, Section 25 insures input from Governors,
Regional Advisory Boards and other persons into the decision on
whether to approve a development and production plan. If the plan
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cannot be made to insure a safe operation because of exceptional cir-
cumstances, then the plan is to be disapproved by the Secretary, and
the lease shall be considered cancelled. The lessee is entitled in such a
case to reimbursement for all considerations paid for the lease, plus
iiltemst, and all direct expenditures made after the date of issuance of
the lease. ’

E. H.R. 6218 and the Worker

The new section 21 of the Act lprovidesr, for new safety and environ-
mental regulations to be promulgated within one year of enactment
of the 1976 Act. Regulations should require on all new drilling and
production operations, and when practicable, on existing operations,
the best available and safest technology economicaily achievable.

Section 21 further provides for a study to be conducted by the Na-
tional Academy of Engineering of existing safety regulations.
Finally, the Secretary of Lubor is to issue interim regulations re-
lated to diving and other hazardous activities in or on the waters
above the Outer Continental Shelf. ,

The new section 22 of the Act provides for enforcement of these
safety and environmental regulations. Regular and unsannounced in-
spections are mandated, as well as investigations of death, serious in-
juries, major fires, and oil spills.

F. ILR. 6218 and the Citizen

Through the new section 23, citizen suits are authorized by anyone
having an interest that can be adversely affected against the relevant
government agency or department, or against any other person, for a
violation of the Act, implementing regulations, or terms of a lease
or permit. b

Remedies and penalties for violations of the Act, lease terms, or
applicable regulations, are set out in the new section 24 of the Act.

itle 11T of the Act establishes an Offshore Oil and Pollution Fund
and provides for procedures in the event of an oil spill and com-
pensation for damages resulting from such an oil spill. The provi-
sions of this title apply to spihs from any offshore facility in the
OCS, and any transportation device, including vessels, for the oil
and gas from the offshore facility.

Procedures are established for the clean-up of spills, and the lessee
or operator of the vessel is to be strictly linhle for all clean-up costs,
With limited exceptions, the lessee or operator is also strictly liable
for all damages resulting from a spill up to $35 million and the new
fund liable for damages beyond that amount.

II. Purroses oF THE LEGISLATION

H.R. 6218 will amend the Outer Continental Shelf Lands Act of
1953 to provide a new statutory regime for the management of the oil
and natural gas resources of the OQuter Continental Shelf.

The United States is becoming increasingly dependent on foreign
sources of oil. This dependence must be reduced. When the Select
Committee began its work a year ngo, the United States was import-
ing approximately 35 percent of the oil it consumed. Since then the
level of our impoits has steadily risen, and the Nation is now obtain<
Ing more than 40 percent of its oil from foreign sources. Because of
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this level of imports, the Nation’s economy remains vulnerable to
another oil embargo, which would cause severe internal dislocations.
Our payments for foreign oil constitute a continuing threat to the
maintenance of a favorable international balance of payments.
Finally, reliance on foreign oil may also risk our ultimate national
security. The basic pur of H.R. 6218 is to promote the swift,
orderly and efficient exploitation of our almost untapped domestic oil
and gas resources in the Outer Continental Shelf. .

Development of cur OCS resources will supply needed time—as
much as a generation—within which to develop alternative sources
of energy before the inevitable exhaustion of the world’s supply of
fossil fuels, )

The OCS Lands Act of 1953 has never been amended and is out-
moded. No legislation presently exists for responsibility and lmbnlxtg
for the effects of oil pollution resulting from activities on the Shelf.
There is no statute providing for consultation with, and funds for,
states which can be adversely affected by activities on the Shelf. The
purpose of H.R. 6218, by establishing new management and regula-
tory requirements, by mandating coordination with affected states,
and by providing compensation for spills and adverse impacts, is
to cure these defects.

The lands of the Outer Continental Shelf that extend beyond three
miles from our coastline belong to the federal government, and it has
historically leased these lands to private industry for the exploration
and development of the energy resources that lie beneath them. The
leases have been awarded by auction, traditionally on the basis of
cash bonus bids. With the present shortage of investment capital
that will prevail for many years, increasing risks of uncertainty, and
the increasing integration and concentration of energy industries,
there is now doubt whether cash bonus bidding remains the best sys-
tem for the future. One purpose of H.R. 6218 is to authorize alterna-
tive leasing arrangements and require experimentation with them.
It is the view of the Select Committee that these new arrangements
will enable the Secretary of the Interior, who administers the fed-
eral leasing program, to strike a proper balance between securing a
fair return to the federal government for the lease of its lands, in-
creasing competition in exploitation of resources, and providing the
incentive of a fair profit to the oil companies, which must risk their
investment capital.

Federal administration of the leasing program and federal regu-
lation of offshore oil and gas development have been essentially a
closed process involving the Secretary of the Interior and the oil
industry. While the Secretary has on ‘occasion sought or heard out-
side views, he has done so by rules established in his own discretion.
Decision-making for the development of offshore oil and gas must be
opened so that the coastal and other states affected by offshore oil
and gas activities may participate in the process on a regular basis
and so that affected local communities and the public at large may
have an opportunity to be heard. Another purpose of H.R. 6218 is
to provide statutory mechanisms that will open the decision-making
Process to a wide variety of views. .

Regulations affecting the safety of the environment, of employees,
and of marine life, have been the responsibility of the Coast Guard
and the Department of the Interior since the OCS Lands Act of
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1953. Information has often been insufficient as to whether this re-
sponsibility is being adequately handled. Some activities remain un-
regulated. Others are underregulated. Compensation for spills has
been inadequate. With the leasing of areas in risky frontier arcas,
modern statutory guidelines are essential. H.R. 6218 provides for
studies, reports, and a new set of safety regulations to be prepared,
in a coordinated manner, by the federal agencies with the most ex-
pertise. H.R. 6218 provides for periodic review mechanisms to bal-
ance environmental and other safety risks against the benefits and
dangers of activities. H.R. 6218 establishes liability requirements and
compensation for oil spills,

Finally, development of offshore oil and gas will have a severe im-
pacton the states, particularly in the first years of production. Offshore
oil and gas will have to be brought to shore, processed, stored, and
transported. The states will need federal assistance so that they can
take proper steps to minimize the adverse environmental impact of the
onshore handling of offshore oil and gas. They will also need federal
assistance so that they can provide a proper intrastructure—new hous-
ing, schools, roads, and expanded municipal services—in areas that
ure suddenly impacted. H.R. 6218 authorizes an impact fund as a
statutery vehicle for providing these necessary forms of assistance.

III. BACKGROUND !

Issues emerge on the American political agenda for a variety of
reasons. Frequently, as in the case of Outer Continental Shelf oil
and gas development, they arise for public consideration from a
combination of pressures from outside the national political system,
from scientific and technological advances, from efforts to protect
vested interests, from changing levels and types of political con-
sciousness, from new demands on scarce resources, from catastrophic
events, and from even pure chance.

A brief look at the history of the OCS question will reveal that
these factors, plus many others, have converged to bring this issue
to the attention of the United States Congress.

The T'ruman Proclamation and early Federal-State Conflict

On September 28, 1945, President Harry S. Truman issued a Proc-
lamation on the Continental Shelf 2 stating that the Government of
the United States “regards the natural resources of the subsoil and
seabed of the continental shelf beneath the high seas contiguous to
the coasts of the United States and appertaining to the United States,
subject to its jurisdiction and contmf” Although not so stated in the
proclamation, the continental shelf was considered to be that area
contiguous to the Continent covered by no more than 100 fathoms
(600 feet; 200 meters) of water. The Truman Proclamation and the
claim of the United States was subsequently recognized by the Geneva
Convention on the Continental Shelf.?

However, the period between the middle 1940’ and the early 1950’s
was one in which a number of jurisdictional problems arose between

i For a more detailed discussion of the issues covered in this section, see “Effects of Off-
shore Oll and Natural Gas De\'elogment on the Coastal Zone", a study prepared pursuant
to the request of Honorable John M. Mucphy, Chairman, for the use of the Ad Hoc Select
Committee on Outer Continental 8helf by the Library of Congress, Congressional Research
Service (Washington, D.C. : U.8. Government Printing Ofice, 1976), 396 pp.

3 Executive Order 9833, Federal Regfater 12304 (1943) ; 59 Stat. 883,

33 U.N. Doc. A/Cont. 13/L.33, T.1.A.8. 5578.



50

the U.S. Federal Government and certain State Governments. In 1947
the Supreme Court, rejecting prior rulings in this area, held that the
Federal Government had “paramount rights” over the area three
miles seaward from the normal low water mark on the California
coast.* Similar decisions were made in Louisiana and Texas cases in
1950.% In effect, then, the Court had decided that these states had
no title to, or property interest in, the submerged lands off of their
respective coasts outside their inland waters.

Congressional Action, 1963

To resolve these jurisdictional issues statutorily, Congress passed
two acts in 1953 which helped to clarify the distinction in Federal-
State control. The Submerged Lands Act of 1953 ° gives the coastal
states exclusive rights to the resources up to three geographical miles
from the coast. Subsequent court cases provided that, for historic
reasons, the boundaries of Texas and Florida extended for three
marine Jeagues (approximately 1014 miles) from their coast lines into
the Gulf of Mexico. The Act also reaffirmed the jurisdiction, power,
and control of the United States beyond that point.

Although the Submerged Lands Act established coastal and sea-
ward boundaries for Federal and State governmental jurisdiction,
it was silent on the matter of Federal leasing for Outer Continental
Shelf oil and gas resources. To remedy this situation, Congress also
passed the Outer Continental Shelf Lands Act of 1955 (OCSLA)"

This legislation defines the OCS as all lands lying scaward and out-
side of state waters (three miles) “and of which the subsoil and sea-
bed (belonf) to the United States and are subject to its jurisdiction
and control.” It also establishes very general guidelines and directives
for the Secretary of the Interior in managing the resources of the 0CS
and in leasing tracts for oil and gas exploration and development.

Given the complexity of the OCS oil and gas issue and its implica-
tions for hoth the Federal and State Governments, the OCSLA is an
all too general piece of legislation containing few mandates for the
Secretary of the Interior in carrying out his important responsibilities
in leasing OCS oil and gas resources. Much of the recent criticism
leveled at the Act is based on its lack of specificity.

In its administration of the OCS oil and gas program, the Depart-
ment of Interior fills in some details through its anthority to promul-
gate rules and regulations which are published in the Federal Register.’
Lacking in the permanency or visibility of positive law and indicat-
ing a piecemeal approach to modernization, revision, and modification,
much criticism has been directed toward the Department’s OCS rule-
making which is often considered the result of the lack of specific
directives in the OCSLA.

Legislative History Since 1953

There has been only one limited amendment to the Cuter Continental
Shelf Lands Act since 1953.> However, & number of statutes have been

4 Inited States v. California, 332 U.8. 10 (1947).
(1‘9 gg)“od Btates v. Loxisiana, 3390 U.8, 899 (1850) ; Unfted Kiates v. Texcs, 839‘0.8. 707

s P.1,. 31, 93d Cong., 15t Session. 87 Stat. 20, 43 U.8.C, 1301 e¢ seq.

1P.L. 212, 834 Cong.. 1st Regslon. 67 Stat. 462, 43 U.8.C. 1331 et seq.

s See generally, 30 CFR 250.1 ¢t seq ; 43 CFR 2883.0 ¢t seq., and 3300.0 et 2¢9.
the state tabr Apolleatie to OCE Mt ivities to be sontibnally upasied. Bee 43U,

o ca activities to ontinu . See .

amended (1078 ggpp.). ¢ y upda e 43

4

1 uired
8.

8, r
C. 1333, as
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p}tlzssed that have application to OCS areas and operations. Specifically,
the—

Fish and Wildlife Act of 1956."—Establishes the United States
Fish and Wildlife Service to study, protect and manage the fish re-
sources under U.S, jurisdiction. .

Geneva Conventions of 1958 '—Provides for a territorial sea of
three miles, a contiguous zone up to 12 miles, and a continental shelf
“to a depth of 200 meters or . . . to where the depth . . . admits to
exploration . . .”

National Gas Pipeline Sa]fety Act of 1968.*—Establishes requjre-
ments for the placing of pipelines.

National Environmental Policy Act of 1969.*—Provides require-
ments through regulations for draft environmental impact statements,
hearings, and final environmental impact statements as to areas of
leasing and actual leases.

Occupational Safety and Health Act of 1970.*—Requires employers,
including those engaged in OCS development activities, to provide a
safe working environment for all employees.

Federal Water Pollution Control Amendments of 1972.3%—Limits
and controls the discharge of oil or hazardous substances into or upon
the navigable waters,

Marine Protection, Research and Sanctuaries Act of 1972.—Au-
thorizes the designation of marine sanctuaries which may extend to
the outer limit of the continental shelf.

Coastal Zone Management Act of 1972.'—Provides federal assist-
ance to coastal states to enable them to develop and administer their
own coastal management programs.

Deepwater Port Act of 1974.**—Provides for the regulation of the
location, ownership, construction, and operation of deepwater ports
beyond the territorial limits of the United States.

The Federal Function

The administration of the oil and gas resources on the OCS is pri-
marily conducted, pursuant to the Quter Continental Shelf Lands Act,
by the Department of the Interior. However, from the authorities
granted by the legislation cited above and other statutes, a number of
Federal agencies have responsibilities in OCS resource development.

Department of the Interior—The Secretary is authorized to grant
oil and gas leases on OCS tracts not exceeding 5,760 acres (three miles
by three miles) for a period of five years aud for as long thereafter
as further activity is approved or production occusz. The Department
is advised by the OCS Environmental Studies Advisory Committee,
the OCS Advisory Board, and the National Petroleum Council. .

. Within the Department of the Interior, the Bureau of Land Man-
agement (BLM) administers the leasing provisions of the QCSLA.

——

10 Act of August 8, 1956, 70 Stat. 1119, ax amended, 16 U.S.C. 742(a) et scg.

3 Convention with Territorial Sea and the Contiguous Zone, U.N. Doc. A/Cont, 13/L.52,
3‘;!1..\.8. 5639 ; Convention on the Continental Shelt, U.N. Doc. A/Conf. 13/L.55, T.I.A.S.
(811 .

12 P 1, 90481, 82 Stat. 720, 48 U.8.C.'1071 et seq.

13 P 1, 01-190, 83 Stat. 854, 42 U.8.C. 4321 et seq.

Py, 01396, 84 Stat. 1590. 20 U.8.C. 831 ef seq.

* 1+ 1, 52-500, 86 Stat. 816, 33 U.S.C. 1251 et seq.

18Py, 02-522, 86 Stat. 1028-1046, 16 U.8.C. 1361, 1362, 1371-84, 1401-T,
1 P, 80-545, as added P.I, 92-583, 86 Stat, 1281, 10 U.S.C. 1451 ef aeq.
3 DL, 93-627, 88 Stat. 2146, 32 U.S.C. 1501 et acq.
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BLM, ﬂa) receives nominations and selects tracts to be included in a
leaso sale; (b) prepares an environmental impact statement for cach
sale; (c) makes an cconomic, engineering and geological evaluation of
tracts to be sold; (d) receives the bids and determines whether leases
should be awarded to the highest bidders on individual tracts; (e)
receives revenues from lease sales; and (f) frants rights of way for
pigclincs to transport oil and gas from OCS leases to shore. L

he U.S. Geological Survey (USGS) has the primary responsibil-
ity within the Department for oversecing the development of a tract
once it has been leased. USGS, (a) through jts area supervisors and in
consultation with the petroleum industry, issues detailed regulations
in the form of OCS orders and notices covering operational safety;
(b) enforces OCS orders and notices; (c) issues geophysical and geo-
Jogical exploration permits; (d) approves post-lease exploration and
development plans, including the issuing of permits for both explora-
tory and development drilling; () approves pipelines as part of field
development; and (f) collects royalties (which are deposited in the
gencraY treasury).

Finally, the U:S. Fish and Wildlife Service in Interior has a broad
mandate to study, protect, and manage fish and wildlife resources and
promote maximum use and enjoyment of wildlife resources compatible
with their perpetuity. )

Department of Commerce—The National Oceanic and Atmospheric
Admiistration (NOAA), within the Commerce Department, has
several relevant OCS-related responsibilities.

The Coastal Zone Management Act of 1972 authorizes the Secre-
tary of Commerce to provide grants-in-aid to coastal states to en-
courage the establishment of management programs for uses of land
and water in constal areas, and to require consistency of federal pro-
grams with approved state plans.

The Marine Protection, Research and Sanctnaries Act of 1972
nuthorizes the Secretary of Commerce, after consultation with the
heads of other interested agencies and the approval of the President,
to designate nreas extending seaward as far as the outer edges of the
OCS as marine sanctuaries for preservation or restoration for their
conservation, recreational, ecological or esthetic values.

The National Marine Fisheries Service is concerned with all poten-
tial impacts on living marine resonrces and reviews draft and final
environmental impact statements. Its responsibilities for commercial
fisheries necessitates a deep interest in the impact of OCS operations.

The National Ocecan Survey studies tides, currents and other en-

vironmental features which affect location and design of offshore
structures. Its geodetic work and navigation charts also have appli-
eation to QCS operations.
. The Environmental Protection Agency~EPA’s role in OCS activ-
ities involve its being the lead agency in all National Environmental
Protection Act studies and reviews and in having the authority to
set and enforce discharge lovels of pollutants. EPA’s air pollution
co(n}tm!s could have a major impact on onshore facilities such as
refineries.
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The Department of Transportation—The Coast Guard, located
within the Department of Transportation, has several OCS responsi-
bilities including, (a) insuring that structures on the OCS are prop-
erly marked to protect navigation; (b) establishing and enforcing
safety regulations for OCS structures; (c) inspecting and identify-
ing floating drilling rigs; (d) maintaining surveillance for oil spilled
or discharged into the waters over or immediately adjacent to the
OCS; and (¢) coordinating the National Qil and Hazardous Sub-
stance Pollution Contingency Plan.

The Oftice of Pipeline Safety, in the Transportation Department,
has responsibility for the safety of pipelines, including establishing
design criteria.

T'he Department of Defense~The QCSLA. and the 1899 Rivers and
ITarbors Act charge the Secretary of the Army with responsibility for
preventing obstructions to navigation. The Corps of Engincers re-
(uires that a permit be obtained before an oil or gas structure may
be placed on the OCS.

he Dc{mrt'mcnt of Labor and the Depariment of Health, Educa-
tion, and Welfare—Both departments have responsibilities under the
Occupational Safety and Health Act of 1970. HEW makes evaluations
of working conditions and provides technical assistance to employers.
The Labor Department is responsible for establishing and enforcing
interim and some final rules establizhed to provide employees with a
safe working enviromment.

Federal Power Commission—The FPC has jurisdiction over com-
mon carrier pipelines. It has broad discretionary powers over the
approval, design, and ¢conomics of common carrier gas pipelines, and
it sets the )\'cll!ﬁcu(l price of OCS gus. It also issues certificates of pub-
lic convenience and necessity required for gas pipeline construction.

The Federal Maritime Commission—The Fe(icral Water Pollution
Control Act Amendments of 1972 requires the Federal Maritime Com-
mission to determine the financial responsibility of oil shippers operat-
ing in the oceans ndjacent to the U.S. Although most oil produced on
the OCS is brought asliore by pipeline, this provision would apply to
oil or gas brought ashore by barge or tanker.

The Federal Energy Administration—FEA has been given the
directive to insure that the supply of energy will be suflicient to meet
demands. In energy shortages, %‘E:\ wiﬁ establish priority needs.
Among its functions is the development of a strategy for self-sufti-
ciency In energy supplies. Its Office of Energy Resource Development
18 responsible for energy facility siting, construction and licensing.

Steps Involred Inthe OCS Leasing Process

The time reqluired to reach initial production and peak production
of OCS oil and gas is dependent on a number of factors. The USGS
has estimated that the total time required after a lease sale to achieve
initial production would be in the range of -4 to 11 years and to attain
peak production would be in the range of 7 to 14 years.

The stuges leading up to an OCS lease sa{e, as outlined by the
USGS, are as follows:
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1. Request for Tract Nomina-
tion.~-By way of publication in
the Federal %egister, industry,
the States, and the general public
are asked to designate tracts in &
broad offshore region they think
ghould or should not be offered
for lease.

2. Selection of General Areas
for Inclusion in a Lease Sched-
ule—Information received in
tract nominations is used to make
a tentative selection of tracts to
be considered in a proposed lease
sale. Before making these selec-
tions, information is provided
to adjacent states as to relative
interest expressed in the area
proposed for sale.

3. Draft Environmental Im-
pact Statement.—A draft state-
ment is prepared that includes
much information as a descrip-
tion of the lease proposal, a de-
scription of the offshore and
nearby onshore environment, a
detailed tract-by-tract analysis
on possible adverse impacts, miti-
gating measures, alternative pro-
posals, technology necessary for
exploration, development, and
production from the proposed
sale, as well as possible onshore
socio-economic impacts.

4. Public Hearings.—No ear-
lier than 30 days after publica-
tion of the draft environmental
statement, a public hearing is
held in the vicinity of the pro-

osed sale. Notice of the hearings
18 published in the Federal Reg-
ister, and a news release is is-
sued. Environmental organiza-
tions the academic community,
government representatives, in-
dustry, and the general public
are invited to testify orally or
in writing.

TIME INVOLVED

Request is published about 15
months prior to target date for
any proposed OCS lease sale.
Time given for tract nominations
is about 60 to 90 days.

Selection of tentative tracts
and notification takes about 60 to
90 days. Factors underlying se-
lection include initial assess-
ments of oil and gas potential, en-
vironmental resources that might
be affected, availability of tech-
nology, proximity to markers,
etc.

Preparation of the draft en-
vironmental statement takes
about 3 to 3 months. When ready,
it is made available for public
review; a notice of availability
is published in the Federal Reg-
ister and a news release is issued
accordingly.

The public hearings are held
usually, over a 2 to 4 day period.
A period of at least 45 days is
then provided during which all
comments can be received and
studied.



5. Final Statement.—-A final
environmental impact statement
is prepared. This document pro-
vides a basis for deciding wheth-
er or not to hold a sale, to delete
particular tracts, or to place re-
strictions on specific tracts. The
final statement is made available
to the public, with notice of
availabili%' published in the
Federal Register and dissemi-
nated by news release.

6. Decision by the Secretary.—
The Secretary of the Interior de-
cides whether the proposed sale
will be held, based on all perti-
nent information available. If
the decision is that a sale will be
held, determinations are made
concerning which tracts will be
offered, and what the lease terms
will be.

7. Notice of Sale.—If a deci-
sion is made to hold a sale, a no-
tice is published in the Federal
Register stating the date, place
and time that bids are to be
opened, the tracts to be included
in the sale, the terms under which
the sale will be held, and any
special stipulations that may be
imposed on particular tracts.

8. Lease Sale. — Typically,
leases are scld on the basis of a
cash bonus with a one-sixth fixed
royalty. The sale is publicl
opened with a reading of all
sealed bids. A fter the public read-
ing, the bids are checked for tech-
nical and legal adequacy, and
sufficient bonus, 20 percent of
which must accompany the bid.
The Federal government reserves
the right to reject any or all bids.
Acceptance or rejection of bids is
not made until after the post-sale
evaluation.

Preparation of the final en-
vironmental statement may take
from 2 to 4 months, During the
preparation and review of the
environmental statements, geol-
ogists, geophysicists, and cngi-
neers prepare detailed estimates
of the value of each tract being
ronsidered for sale,

The Secretary of the Interior
makes his decision no earlier than
30 days after the submission of
the final environmental state-
ment to the Council on Environ-
mental Quality.

The notice of sale is published
at least 30 days advance notice
concerning all the particulars.

A period of no more than 30
daysisinvolved between the lease
sale and an 1ssnance of a lease to
a successful bidder,
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9. Oil and Gas Lease Con- An oil and gas lease covers a
tract.—An oil and gas mineral  compact area not exceeding 5,760
lease grants the right to the  acres, and the primary term is 5
lessee to conduct necessary opera- f'ears, continuing thereafter as
tions to search for, discover, and  long as oil and gas may be pro-
produce petroleum from OCS  duced in paying qualities or ap-
submerged lands in accordance  proved workover operations are
with environmental and safety conducted.
regulaticns. The Federal govern-
ment reserves such rights as:
leasing of other minerals, rights-
of-way, the right to take royalty
in the amount or value of produc-
tion, and the right to extract
helium from all gas produced.

IV. Rt;:c!:m OCS DeveLOPMENTS IN THE UNITED STATES

The United States Outer Continental Shelf

The total area of the Quter Continental Shelf is approximately
one-third the size of the United States. However, only a small frac-
tion (12 million acres) has been leased for oil and gas development.
Practically all of the federal OCS lease tracts which have been sold
since 1954 are in the Guif of Mexico, off the coasts of Louisiana and
Texas. One hundred and eighty-five tracts (988,170 acres) have been
leased off Southern California, particularly in the Santa Barbara
Channel area.

With the exception of certain portions of the Gulf of Mexico shelf
off the shores of Lonisiana, Texas, Mississippi, Alabama, and Florida,
three other segments of the U.S. outer continental shelf comprise go-
called “frontier” areas where no previous federal il and gas leasing
had occurred.

These areas are: the Alaskan continental shelf, consisting of the
Gulf of Alaska, the Bering Sea, the Chukchi Sea, the Beauford Sea,
and Prudhoe Bay; the Southern California basins, as well as offshore
Oregon and Washington : and the Atlantic shelf, including the Georges
Bank off New England the Baltimore Canyon Trough (off New
Jersey, Delaware and Maryland), the Southeast Georgia Embayment
from South Carolina to Florida, and the Blake Plateau off northern
Florida and Georgia.

0il and Gas Potential on the OCS

The precise amount of oil and gas which is recoverable from the
U.S. continental shelf is unknown. Some sources of hydrocarbons,
recoverable from known reservoirs under present economic and oper-
ating conditions, are called “demonstrated reserves”. With sound geo-
logic and engineering knowledge, predictability about the existence
and amount of these reserves is reasonably accurate. .

Undiscovered recoverable reserves are analyzed through geologic,
seismic, and other types of exploratory methods. At best, the resuits
of such tests yield educated guesses that, within broad probability
levels, certain quantities of recoverable oil and gas exist. It is only
when actual drilling occurs that estimates take on greater degrees of
accuracy.
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Within the last two years, the USGS has been reducing its estimates
of offshore oil and gas reserves. Table 1 presents the Survey’s latest
published data as of June, 1975: .

TABLE 1.—U.S, OFFSHORE OIL AND NATURAL GAS RESERVES AND RESOURCES

Demonstrated reserves Undiscovered recoverable resources
o . oo Gas liquids
Oil (billions  Gas (trillion  Oil (billions  Gas (trillion (dillions of
of barrels)  cubicfest)  of barrels)  cubic feet) barrels)
0.150 0.145 3 8-80 1.1
1.116 .463 -5 2-6 .1
2,262 35, U8 3 18-91 1.3
0-6 0-22 .3
3.528 35.9% 3-50 8-19 2.3
............................................. 26 107 e

Note: Undiscovered potential resources of oil, gas, and liquid gas have been estimated to range from 95 percent to 5
percent probability for aii aress.

Source: U.S, Depariment of the Interior. Geological Sluvv. The undiscovered potential resources estimates are for
::Im{ ares to a depth of 200 meters. Potential ol and gas from the continental slope and rise are not included in the
imates,

U.S. Oil and Gas Production From the OCS

The primary source of U.S. offshore oil and gas production comes
from the Gulf of Mexico. In 1974, the Gulf accounted for approxi-
mately 70 percent of the offshore oil produced and over 95 percent of
the offshore natural gas produced. Most of this hydrocarbon produc-
tion now comes from the federally-owned Quter Continental Shelf.

TABLE 2. OIL AND CONDENSATE
TOTAL OFFSHORE *‘STATE AND 'FEDERAL OCS"

(1n thousands of darrels)
Lovisiana Toxas
Percont Percont

Barrels State ocs Barrels State ocs

54, 803 ] 2

15, 926 21

25,7131 i 26

, 906 2] 'y

52,835 10 k]

57,381 7 4

2,193 51 49

., 122 1) 56

103,197 3 62

”%2........ ceananen 126, 801 2 n
963.....icrenane 49, 087 ¥ il 663 13 |
...... 173,709 2 n 578 » 1
96S... 199,293 27 3 557 ” 1
1966 243,000 n 1,248 2 n
1967, 284,033 3] n 3,400 16 [ 7]
1968 , 922 0 3,400 [ ] 91
1969, %S, 891 ] 2 3,109 1 ]
|1 74 T 3.3 )13 “u 3,046 ] "
|1 2.4 T 44,303 13 87 2,888 2 58
mn..... wossacncn 452,584 11 86 3,038 43 57
|1 2 T 429, 85 13 2 2,285 2 1
IO, iccearanae A 12 ] 1,969 26 M
Totl.....ececee. 4,497,360 3 n 2,212 kY (%]

Seurce: U.S. Geological Sutvey, June, 1975 Harris, Walter M., Piper, Sharon K., McFariane, Bruce E.. “‘Outer
Continontal Sheit Statistics." Y
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TABLE 3. GAS
TOTAL OFFSHORE "STATE'* AND ‘'FEDERAL OCS'’
{in millions of cublc festt
Lovisians Toxas
Percent Percent
Milions of WMikions of i
cubic fest State ocs cubic feet State ocs
I
. 7 U
3 ] 3 u0
3 8 6,330
» 61 6,880
49 E) 13,765
45 5% 24,000
n [ X] 24,000
k1] 7 30, %60
k) [ ] 13,760
23 n 41,290
20 ] 30, 960
A " 0, %60
26 " 27,520
U 16 9,259
66 127,473
3 154,631
2% " 240,212
19 31 284,
18 2 387,245
n (<] 156,772
15 ] 250,
14 » 254,338
7] /] 2,149,253 9 5]

Seurcs: U.S. Geological Survey, op. cit.

Of all domestic oil and gas produced, some 17 percent now comes
from the continental shelf. However, the prospects are that the U.S.
continental shelf can be the largest domestic source of oil and gas
between now and the 1990’s.!®

Onshore reserves, although perhaps larger in total than our OCS
resources, are now’ being siscovere in Increasingly smaller struc-
tures—structures which are more expensive and slower to produce
than the larger ones discovered in the early 20th Century. For example,
in the last five years, of the 38,000 onshore wells which have been
drilled in the continental United States, only five fields of over 100
million barrels of oil have been discovered. )

In contrast, latest USGS data indicate the possibility that OCS
oil and gas reserves may be found in large structures which can be
translated into expeditious production sooner than in fields onshore.
Some studies estimate that offshore oil and gas may comprise as much
as one-fourth to one-third of the total U.S. oil production by 1985.

Emerging lssues in U.S. Offshore Oil and Gas Development OCS
Activity: After Santa Barbara

Offshore drilling for oil and gas has been occurring since the begin-
ning of this century. But for decades, it was carried out in relatively
shallow state waters. As technology advanced, deeper depths could
be penetrated and the search for petroleum hydrocarbons in the oceans
moved farther out from shore.

1 For a detalled discussion of the studies which have l¢d to this conclusion, see “Effects

‘(’:fh Oltuholre Ol and Natural Gas Development on the Coastal Zone,” op. cit., particularly
apter 1.
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This new technology, then, was a major ingredient in the Con-
gressional action of 1953, noted above. Between the passage of the
Outer Continental Shelf Lands Act and 1968, the Interior Depart-
ment conducted 23 OCS oil and gas lease sales. A total of 1,417 tracts
covering 6,411,626 acres were sold for purposes of exploration and
development.

Essentially, the OCS process was subject to little national scrutiny,
although localized impact, particularly in the coastal states bordering
the Gulf of Mexico, was the subject of some concern.

A major change occurred when an QCS dritling project in the Santa
Barbara Channel was the scene of a major blowout in January, 1969.
The resulting oil spill damage to the ecology of the Channel ralsed the
OCS issue to national attention.

The following chronology covers the period from the Santa Bar-

bara incident to the present. 1t highlights only selected, although ma-
jor, OCS events, .

Chronology of Selected Recent OC'S Events, 1969-76

January 28, 1969.—A blowout from offshore oil drilling in Santa
}I?_arbam Channel resulted in the largest oil spill in United States

1story.

February 6, 1969—~The Coast Guard announced that the federal
government had taken control of the oil containment and clean-up
operations in the Santa Barbara Channel.

February 18, 1969 —Secretary of the Interior Walter Hickel held
the oil companies responsible for cleaning up any pollution resulting
from offshore drilling opevations, even if there was noyproof that the
companies were at fault.

February 19, 1969—The State of Californin announced that it
would sue the federal government, Union Oil Company, and three
other companies for $1.06 billion for damage caused by o1l leaks from
offshore wells.

September 17, 1969.—The Department of the Interior issued new
regulations-pertaining to mineral leasing on the OCS (Circular 2264).

June 1971.—The Secretary of the Interior first promulgated a tenta-
tive five-year OCS leasing schedule.

November 8, 1971.—A group of 60 Congressmen representing East-
ern states sent a letter to the Secretary of the Interior demanding a
halt to the Department’s plans to lease offshore drilling sites along
the Atlantic coast. .

January 1972—An injunction against a lease sale offshore Loui-
siana was upheld by the U.S. District Court of Appeals on the grounds
that the Department of the Interior failed to consider adequately the
alternative sources of fuel in preparing its environmental impact
f\tatement (EIS) required ander the National Environmental Policy

ct.

January 11, 1972.—Secretary of the Interior Rogers C. B. Morton
assureq representatives of fourteen East Coast states that they would
have a role in OCS decision-making. He also said that “at the earliest,
even if the legal and environmental hurdles were crossed, it would be
seven to ten years before we could get significant production from
the Atlantic Outer Continental Sllel‘f’, if indeed, oil exists there. We
do not know if it does.”

10-5120-76-8
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March 22, 1972.—The Department of the Interior announced plans
to conduct geological surveys and bottom sampling along the Atlantic
OCS north of Cape Hatteras in the coming summer.

March 27,1972.—Oflicials from Massachugetts, New York, Connecti-
cut, Rhode Island, Maine, and New Hampshire scheduled a meeting in
Washington, D.C. with their Congressional representatives and In-
terior Secretary Morton to halt plans for core drilling and other
ge}exol&gical investigations by the U.S. Geological Survey on the Atlantic
Shelf.

April 18, 1973 —President Nixon announced that the OCS leasing
rate wonld be increased from one million acres per year to three million
acres per year, and that the five-year tentative leasing schedule would
be revised to reflect this acceleration.

April 18, 1973.—President Nixon directed the Council on Environ-
mental Quality to study the environmental 1mpact of oil and gas pro-
duction on the Atlantic and Gulf of Alaska OCS.

July 1, 1973.—The Interior Department announced its decision to
postpone planned geological and physical investigations in the
Atlantic OCS off New England, while allowing the continuation of
similar work in the Gulf of Alaska and adjacent Lower Cook Inlet.

July 10, 1973.—The Bureau of Land Management issued a proposed
schedule of provisional QCS leasing, from 1973 to the end of FY 1978,

September 19, 1973 —~The CEQ opened public hearings on drilling
for oil and gas off the East Coast.

December, 1973 —The Bureau of Land Management (BLM) opened
an Atlantic OCS in New York City.

December 14, 1973—The Sierra Club, two Florida Congressmen,
and other environmental groups filed suit to block a federal lease sale
off the shores of Mississippi, Florida, and Alabama. A Federal District
Court in Tampa ruled that the Sierra Club did not show sufticient
cause to hold up the sale and refused to grant the requested injunction.

December 20, 1973 ~The Department of the Interior received close
to $1.5 billion in bids at the federal lease sale of tracts off of Florida,
Mississippi, and Alabama.

January 23, 1974—The President directed that OCS leasing be fur-
ther accelerated and that ten million acres be leased in 1975,

February 20, 1974~The Department of the Interior published in
the Federal Register a request for comment on 17 potential OCS oil
and gas leasing areas. The responses ranked the areas of greatest poten-
tial as the Gulf of Alaska, the Central Gulf of Mexico, and the Beau-
ford Seca respectively. Four companies ranked areas according to which
frontier areas they would prefer to have leased first. In order of leasing
priority, these areas were the mid-Atlantic, the Gulf of Alaska, an
Cook Inlet.

March, 1974—The Sccretary of the Interior created the OCS Re-
search Management Advisory Board (recently redesignated as the
OCS Environmental Studies Advisory Committee). This group ad-
vises the Secretary on the planning and implementation of BLM's
environmental program, including baseline and monitoring studies
and is composed of state and federal representatives.

April 23-May 3. 1974.—The Senate Committee on Commerce held
hearings on OCS oil and gas development pursuant to S. Res. 222,
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May, 1974~The U.S. Geological Survey (USGS) released a final
environmental statement on proposed oil and gas development in the
Santa Barbara Channel.

May 1, 1974—The Department of the Interior promulgated OCS
Order #11 for development of certain tracts in the Gulf of Mexico.

May 21, 1974 —The Senate Committee on Commerce, Subcommittee
on Oceans and Atmosphere, held additional hearings pursuant to S.
Res. 222 on OCS development.

July 16-23, 1974.—The Senate Committee on Interior and Insular
Affairs held hearings on S. 3221, a bill to amend the Outer Continental
Shelf Lands Act of 1953.

August 6, 1974—The Senate Commerce Committee held hearings
in Boston on OCS oil and gas development.

- September 18, 1974 —' ‘&I)e Senate passed, on a 64-23 vote, S. 3221, a
}))igswhich provided for the orderly development of oil and gas on the

October 1, 1974—The USGS published a notice of intention to
develop operating orders prior to the commencement of drilling or
producing in the Atlantic.

October 7, 1974.—-The Senate Judiciary Subcommittee on Adminis-
trative Practice and Procedure was told, in testimony given by Con-
gressman John D. Dingell of Michigan, that the possibility of the In-
terior Department dealing with a ten million acre OCS leasing pro-
gram was “appalling”. Mr. Dingell noted that the investigation con-
ducted by his House Small Business Subcommittee on the Activities
of Regulatory Agencies indicated that Interior was unable to assure
“that the government received fair value for the (OCS) tracts it
leases, that the government knows the amount of the reserves under-
lying the leases, or that the government is capable of administering
and supervising operations on leases once they are let.”

October 9, 1974.—Senator John V. Tunney of California introduced
S. Res. 426, which would delay the Interior Department’s intention to
lease ten million acres in 1975 until the coastal states have completed
or “made reasonable progress” toward the completion of their coastal
zone management programs.

October 16, 1974 —The Department of the Interior conducted an
experimental lease sale in New Orleans, in which the sale of certain
tracts was based on royalties the government would receive from
production.

Qctober 18, 1974.—~The Interior Department issued a draft environ-
mental impact statement on the proposed tén million acre OCS leas-
ing program.

November 13, 1974 —President Ford met with 18 coastal state gov-
ernors or their representatives to discuss the urgency of “stepping-up”
U.S. development of offshore energy resources. Several Departmental
heads also participated.

November 13, 197} ~The Interior Department issued a revised OCS
lease schedule through 1978. The schedule included five areas in the
Atlantic, six offshore Alaska, and others in the Gulf of Mexico and
offshore California.

November 14, 197} —Interior Secretary Morton, who was also sery-
ing as Chairman of the Administration’s Energy Resources Council,
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told a meeting of coastal states governors that “expeditious develop-
ment of the Quter Continental Shelf is the keystone to meeting the
Nation’s energy needs in the late 1970's and 1980’s.” .

December 11, 1974—1he USGS issued new OCS orders requiring
all geological and geophysical permits to require the permittee to
furnish new and processed data upon the request of the USGS Super-
visor.

December 17,197 .—The Interior Department issued a call for nom-
inations and comments on a possible OCS sale of 20.6 million acres 1n
the southeastern part of the Bering Sea, off Alaska.

January-February, 1975.—~A. series of meetings and conferences
were held along the Kast Coast by coastal state governors and guber-
natorial representatives to discuss, at least in part, the OCS issue.
Statements and resolutions were promulgated by the Atlantic coastal
state governors, the New England Governors of the New England
Regional Commission, and the National Governors Conference, among
others, The positions of the states generally called for greater partici-
pation for adjacent coastal states and communities in the Interior De-

artment OCS decision-making, state and local access to more geo-
ogical and geophysical data on oil and gas resources lying off their
shores, a separation of exploration and development stages to access
the potential impact of OCS activity onshore, and a sharing of federal
OCS revenues or a provision of federal assistance to aid states to plan
for and to ameliorate the negative effects of OCS activity.

January 15, 1975.—President Ford issued his State of the Union
message in which he set forth national energy goals to “reduce oil
imports by one million barrels of oil ‘)er day, to end vulnerability to
economic disruption by foreign suppliers by 1986, and to . . . have
the ability to supply a significant share of the energy needs of the
free world by the end of the century.”

January 15, 1975.~-Senator Ted Stevens of Alaska introduced S. 130,
a bill which would distribute a portion of OCS revenues to states.

February, 1975~The House Committee on Interior and Insular
Affairs, Subcommittee on Public Lands, held hearings to determine
whether or not the United States is getting maximum gas production
from wells on public lands, including the OCS.

February, 1975.—The Interior Department conducted OCS lease
sale #37 in South Texas. 626,585 acres were leased, and the total
amount of the high bids accepted by the Department was $274,690,956.

February, 1975.—The Interior Department extended, then later
withdrew, an invitation to bid on OCS tracts off the Ailantic Coast.
The Department promised the coastal states that it would wait until
after a Supreme Court decision on ownership of offshore mineral re-
sources (U.S. v. Uaine).

February 3, 1975~The Administration asked Congress for an extra
$3 million in supplementary funds for the Coastal Zone Management
program. The money is to be granted to states for OCS-related plan-
ning efforts in conjunction with their coastal management work
underway.

February 6, 1975—The Interior Department held hearings in
Beverly Hills, California, concerning their proposal to lease 1.6 million
acres off the California coast. The testimony was generally against

the proposal.
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February 10, 1975—Two counties and five towns on New York’s
Long Island sued the Interior Department to block its plans to sell
ten million acres of offshore tracts for oil and gas development.

February 21,1975 —A. draft environmental impact statement on the

roposed 1.6 million acre California lease sale is released by the
nterior Department for public review.

February 21, 1975—New regulations were issued by the Interior
Department which bar joint bidding among companies producing
more than 1.6 million barrels.

February 24, 1975—~The United States Supreme Court began hear-
ing argument on the cases related to the claims of states to the OCS

8. v. Maine).

March. 14, 1975—~The Senate Interior Committee began ]'oint, hear-
ings with the Commerce Committee’s National Ocean Policy Study
on OCS development,

March 26, 1975—The Interior Department called for nsominations
of offshore tracts in the mid-Atlantic area.

April 1975—The Interior Department proposed new regulations
defining policies, procedures and requirements for geological and
geophysical exploration of the OCS.

N0 17, 1975—The Supreme Court rules in the U.S. v. Maine,
et al, case that the United States federal government has the exclusive
sovereign rights to the resources of the seabed and subsoil of the
Atlantic Ocean seaward of the three-mile limit.

April 21, 1975—The House Appropriations Committee began hear-
ings on OCS leasing.

April 22, 1975—The House adopted H. Res. 412, which established
the Ad Hoc Select Committee on the Outer Continental Shelf. The
Select Committee is comprised of members from the House Merchant
Marine and Fisheries, Judiciary, and Interior and Insular Affairs
Committees. Congressman John M. Murphy of New York was ap-
pointed Chairman. H.R. 6218 was referred to the Committee,

May 1975—The Interior Department held lease sale #38. Tracts
in the Central Gulf of Mexico, off Texas and Louisiana, totalling
406,942 acres were sold. High bids which totaled $232,916,050 were
accepted by the Department of the Interior. '

June 7, 1975~The House Ad Hoc Select Committee on the OCS
held its first public hearings in New Orleans.

June 9, 1975—~The House Select Committee was briefed on various
aspects of OCS oil and gas development by the Congressional Research
Service of the Library of Congress, the Office of ‘L'echnology Assess-
ment, the General Accounting Office, and the staffs of the National
Ocean Policy Study and the Interior and Insular Affairs Committee
of the Senate,

June 11, 1975—The Interior Department announced that 20 oil and
gas companies requested permission to tap petroleum and natural gas
reserves from the Baltimore Canyon structure off New Jersey, New
York, Delaware and Maryland.

June 17, 1975.—The House Select Committee began three days of
hearings in Washington, D.C.

June 27, 1976 ~1'he House Select Committee left for a seven-day
investigative trip to England, Scotland, and Norway for briefings
on the offshore drilling experience in the North Sea.
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July 9, 1976.—~The Interior Department extended the public com-
ment period on the Santa Barbara Channel draft environmental
impact statement, from July 31 to September 1, 1975.

July 1975—The Interior Department held OCS lease sale 3#38a
in the Central Gulf of Mexico. 336,301 acres off the consts of Texas
and Louisiana were leased with a high bid total of $163,214,008.

July 16, 1975—The Senate passed S. 586 by a 73-15 vote. The bill
would make substantial amendments to the Coastal Zone Management
Act of 1972, including the establishment of an impact fund to assist
coastal states to plan for and ameliorate the adverse effects of energy
activities in the coastal zone.

July 17, 1975~The Senate Interior and Insular Affairs Committee
reported out favorably S. 521, a bill to amend the Outer Continental
Shelf Lands Act of 1953.

July 18, 1975.—The House Select Committee began two days of hear-
ings in New York City to discuss the exploration and development of
the Baltimore Canyon trough and the impact of that activity on
North Atlantic coastal states and communities.

July 25-26. 1975—The House Select Committee held hearings in
Ocean City. New Jersey and Philadelphia, Pennsylvania.

July 30,1975 —~The Senate passed S. 521 on a 67-19 vote.

Avgust 1975.—The California state lezisalture passed, and the Gov-
ernor signed into law. a ban on the laying of any pipelines across state
waters to onshore facilities. The restriction extends to 1978 or until the
state adopts a long-term coastal plan which is being developed by a
state commission.

August 2, 1975—The House Select Committee hezan a seven-day
schedule of puklic hearings and investigatory trips to California and
Alaska. Hearings were held in Los Angeles, and in San Francisco, in
California, and Yakutat, Cordova. and Anchorage. in Alaska. Field
investigations were conducted in the Santa Barbara Channel, the Cook
Inlet area near Kenai. Alaska. and the North Slope oil pipeline and
facilities in Prudhoe Bay, Alaska. -

September 12-13, 1975—~The House Select Committee began two
days of hearings in New London. Coonnecticut, and Boston on the im-
pact from potential exploration and development of the Georges Bank
area off New England.

September 26, 1975.—The Tnterior Department prepared a final en-
vironmental imnact statement for the proposed program to accelerate
oil and gas leasing.

Septemder 26, 1975—The House Select Committee held a publi¢
hearing in Ocean City, Maryland.

October 1975~The Interior Denartment approved an accelerated
offshore oil and gas leasing plan. The Department opened the way for
six lease sales through 1978, including at least one each in the Atlantic,
Pacific and Alaskan frontier areas.

October 1. 1976.—The Interior Department estnblished an OCS Ad-
visory Board with members from the coastal states, the private sector,
and the federal government. The purpose of the Board is to advise
the Department on all aspects of exploration and development of OCS
resources.

October 1, 1975.—The Interior Department published the final reg-
ulations banning joint bidding among the largest oil companies which
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pro%uoe more than 1.6 million barrels of oil and natural gas equivalent
per day,

October 15, 1975.—The California Coastal Zone Conservation Com-
mission held up an oil company permit to drill 17 new wells in state
waters within the three-mile limit at Santa Barbara. The Commission
noted that the proposed onshore facilities were unacceptable.

_ October 31, 1975.—The Interior Department issued a call for nom-
inations for offshore tracts in the western Gulf of Alaska. .

November 1975.—The Interior Department approved the first At-
lantic offshore stratigraphic tests.

November 4, 1976—The Interior Department published final reg-
ulations providing for new procedures for state governmental partic-
ipation in OCS decisions, including a sixty-day review and comment
period on the lease development plan submitted by industry.

November 13, 1975~The House Select Committee began three days
of hearings in Washington, D.C. These hearings concluded the Com-
mittee's public hearing schedule on H.R. 6218.

November 17, 1975—The USGS revised OCS Order No. 2 in the
Federal Register to update requirements for drilling procedures on the
OCS in the Pacific area. The order included requirements for well cas-
ing and cemeting, blowout prevention, mud program supervision and
training, directional surveys, hydrogen sulfide, etc.

November 17, 1975—The United States District Court in Los An-
geles rejected a suit brought by the State of California to delay the
Interior Department’s planned OCS sale off the southern part of the
state.

December 5, 1975—The United States District Court in Washing-
ton, D.C. turned down a request for an injunction to halt the Interior
Department’s proposed OCS Sale #35 off Southern California. The
suit was brought by the State of California and a coalition of the
state’s cities and counties.

Decembder 10, 1975—The Interior Department released a draft En-
vironmental Impact Statement for proposed OCS sale #40 off the
Mid-Atlantic Coast in the Baltimore Canyon Trough area.

.December 11, 1975~The Interior Department held OCS lease sale
2£35. 310,049 acres were sold off the coast of Southern California with
the high bids totaling $417,312,000. As an experiment, three of the
tracts were sold with a fixed royalty of 3314 percent—double the
normal rate,

December 23, 1975 ~The Administrator of the Environmental Pro-
tection Agency (EPA), Russell E. Train, recommended to the Interior
Department that it postpone indefinitely its scheduled OCS sale of
tracts in the northern Gulf of Alaska. Train cited environmental
uncértainties and the need for &dditional study in his letter to the
Secretary of the Interior.

January 23, 1976 —The Chairman of the White House Council on
Environmental Quality, Russell W. Peterson, asked the Interior De-
partment to delay its scheduled OCS sale of tracts in the northern
Gulf of Alaska.

January 23, 1976 —The Interior Department announced an amend-
ment to the joint bidding ban previously promulgated. Under the
amendment, major companies may be exempted from the restriction in
frontier high risk, or high cost areas.



66

January 27, 1976.—Public hearings were held in Atlantic City, New
Jersey on the draft Environmental Impact Statement for the proposed
OCS lease sale of tracts in the Mid-Atlantic Baltimore Canyon arca.

February 1976.—A consortium of oil companies began a $9 million

rogram of stratigraphic testing in the Baltimore Canyon and Georges
ank areas off the Atlantic coast.

February 4, 1976.—By a 36-0 vote, the House Merchant Marine and
Fisheries Committee reported out favorably H.R. 3981 (I1. Rep. 94—
878). The bill, prepared by the Oceanograph]y Subcommittee, chaired
by Representative John M. Murphy of New York, amends the Coastal
Zone Management Act of 1972, including the creation of a $1.5 billion
Coastal Energy Activity Impact program to provide federal assist-
ance to coastal states impacted by OCS and other coastal-relaied en-
cr;;y activitics. The comparable Senste legislation is S. 586.

ebruary 18, 1976 —Sccretary of the Interior Thomas S. Kleppe
announced the decision to move ahead with the northern Gulf of
Alaska OCS sale, but rediiced the area to be offered for sale from
1.8 million to 1.1 million acres. The Secretary noted that the tracts
removed were those determined to be most environmentally or geologi-
cally hazardous. ,

ebruary 18, 1976.—The Interior Department conducted OCS lease
sale #41. Thirty-four tracts offshore Louisiana and Texas in the Gulf
of Mexico were sold for accepted high bids totalling $175,976,493.

February 19, 1976.—The House Judiciary Committee held hearings
on the OCS joint bidding ban.

March 2, 1976.—The Interior Department announced the availa-
bility of a list of 152 tracts totalling 865,364 acres which are being
considered for a possible OCS lease in Alaska’s lower Cook Inlet.

March 3, 1976.—Because of restrictions placed on its proposed on-
shore facilities by the California Coastal Zone Conservation Commis-
sion, Exxon Corporation declared its intention to conduct its Santa
Barbara OCS extraction and shipping operations outside state waters.
The, Interior Department indicated that it would not withdraw its
approval of the (Exxon) offshore terminal.

March 4, 1976.—The House Select Committee began mark-up of
H.R. 6218.

Mareh 5, 1976.—The Interior Department announced the publica-
tion of the final Environmental Impact Statement on possible QCS
development. in the Santa Barbara Channel under existing law.

March 11, 1976—The Honse passed JL.R. 3981, the Coastal Zone
Mansgement Act. Amendments, by a 370-14 vote.

March 16, 1976.—The Interior Department announced that a list of
299 tracts had been tentatively selected for consideration in nronosed
OCS sale $#45. The tracts, totalling 1.8 million acres, are located in
the southeastern Bering Sea aren offshore Alaska.

March. 16, 1976.—~The Interior Department asked for industry nomi-
nations of tracts for 'irroposed OCS sale #47 in the Gulf of Mexico.

March 22, 1976~The Senate disagreed with the House version of
the Coastal Zone Management Act. Amendments (H.R. 3981), re-
quested a conference, and appointed Senate Conferces.

March 23, 1976.—The House insisied on its amendments to S. 586
and appointed its Conferees.
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April 6, 1976—A request for an injunction to block the scheduled
OCS lease snle #39 in the northern Gulf of Alaska was denied in
the U.S. District. Court. The suit. had been brought by the State of
Alaska and the City of Yakutat,

April 13, 1976.—The House Sclect Committee completed mark-up on
HL.R. 6218 and favorably reported the bill for House consideration.

s April 13, 1976~The Interior Department conducted OCS leasc
sale #39 in which 81 of 189 tracts offered in the northern Gulf of
Alaska were sold for high bids totalling $571.8 million.

OCS Energy Resource Development in a Setting of Conflict

If the Santa Barbara oil spill raised the level of environmental
consciousness about. OCS operations, the shortfall of domestic energy
roduction and the Arab ois embargo of 1973 had an cqually dramatic
impact. The potential oil and gas resources on the OCS could, to some
un ebermine(i’o extent, reduce the country’s dcﬁ)endencc on foreign
energy supplies and thus its economic vulnerability in relation to the
OPLC natious.

Both trains of thought—environmental protection and the aceelera-
tion of OCS oil and gas development—competed for primary ranking
in the list of natiomﬁ prioritics. President Nixon called for steppin
up the OCS lease sale schedule while, at the snme time, environmenta
and citizen organizations, commercial and recreational fishing inter-
ests, and other groups, expressed public concern over the possible
effects of the proposed rapid development.

Intermixed in this debate were new dimensions of federal/staté re-
lations, the gencsis for which was President Nixon’s theory of New
Federalism. State and local governments argued that it was their
beaches, estuaries, and other shoreline areas which could be severely
damaged by an OCS-related spill. It was their onshore coastal lands
which would be the situs for the necessary support facilities. It was
their coastal communities which would experience possible “boom
town” effects from the offshore development. Yet, this was a federal
decision and a federally-administered process over which the states
had little, if any, control, and from which the states received no
financial assistance. Monies received from OCS benuses, rentals and
royalties went into the United States Treasury—not those of the af-
fected coastal states.**

Consequently, while states and local governments were joining
forces with some environmental groups based on ecological concerns,
they were also expressing their disapproval of the Interior Depart-
ment’s OCS leasing process. It is, many coastal state governors argued,
a process in which the affected governments had no true participation
and no access to important data. The 1975 U.S. v. Maine case, in which
thirteen Atlantic Coast states claimed ownership of the continental
shelf off their shores, can be viewed, in part, as a symbolic protest
against the policies and procedures of the federal government in gen-
eral and the }mrtment. of the Interior, in particular.

A number of lawsuits have been filed by states and communities to
postpone proposed OCS lease sales on the Interior Department’s ac-

¥t To date, the Interior Department han collected $20.5 hillion In OCS bonuses, rentals
and royalties. This includes the -April, 1978 northern Gulf of Alaska sale.
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celerated schedule. None of these suits have yet resulted in the. re-
quested injunctions.

Despite this, three different trends have been manifested in recent
OCS Jease sales.

There has been a considerable slippage in the Interior Department’s
lease sales schedule. Although six sales were scheduled for 1975, only
four were conducted. Six sales were also planned for 1976, but twe
have been held to date and only two more * are projected for the re-
mainder of this year.

The number of tracts actually offered for sale (compared with the
number nominated) and the number actually bid on (compared with
the number offered) appears to be smaller than what would be ex-
pected under an accelerated OCS program. The Secretary of the In-
terior withdrew a number of tracts shortly before the California sale
in December, 1975 and the Alaskan sale in April, 1976. And, in both
cases, the oil companies bid on significantly fewer tracts than those
offered.** (See Table 4.)

Recent bonus bids have been somewhat lower than anticipated by the
Interior Department. The December, 1975, California sale is particu-
larly noteworthy in this regard. Interior predicted that bidding might
run as({xigh at $2 billion, although only $417.3 million was finally
accepted.

Clpear]y, the explanation for these apparent trends is multidimen-
sional. The lack of experience in.frontier areas (and, in Alaska, haz-
ardous conditions) ; deeper OCS depths requiring more sophisticated
and expensive equipment and technologies; the unpredictability of the
accelerated lease schedule itself which may require a more rapid ex-
penditure of capital for benus money; the potential threat of state
and community law suits to block the location of onshore facilities;
and the continued opposition of some groups to stepping up OCS
development are all relevant factors in explaining these recent pat-
terns.

In summary, the “shortfall” in recent QCS leasing activity may be
the result of a myriad of uncertainties. Some, of course, are beyond
the control of legislation. Others, however, are subject to resolution
by Congressional and Executive action.

2 The two remaining sales scheditled for this year are: (1) male No. 40, Mid-Atlantie
Mu:un.n :'nnd (2) sale No. 44, Gulf of Mexico, drainage (October). The projected 1877
schedul: luml;mtently being reviewed in the Department of the Interior and hag not yet
b”:l{.:l:ouui be noted that it is premature to determine whether these patterns will
persist, since there are a limited number of cases in the sample.

*
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The Recent Congressional Response ‘
The first major Congressional action to amend the Outer Continental
Shelf Lands Act occurred during the second session of the 93d
Congress.
On September 18, 1974, the Senate passed S. 3221, the Energy
Supply Act of 1974. S. 3221 was an omnibus bill providing for changes
in tge bidding system, OCS revenues to the states, strict liability
for accidents, increased exploration by the government, increased
inspections of installations by the government, increased research of

*oil and gas resources, strict safety and environmental regulations,
citizen suits to enforce provisions of the OCS Lands Act, strict lia-
bility for oil spills, power to the governor of the adjacent states to
request postponement of Jease sales, requirements that areas with
lease environmental hazard be leased first, and establishment of a
nntionﬁl strategic energy reserve. No action was taken by the House on
this bill.

In the 94th Congress, the Senate again took the first step to amend
the Outer Continental Shelf Lands Act, having established a public
record during its consideration of S. 3221. On July 30, 1975, by a vote
of 67-19, the Senate passed S. 521, a bill to provide for the orderly
exploration of energy resources on the OCS. )

he Outer Continental Shelf Management Act of 1975 provides for:

a comprehensive five-year 'sasing program to be prepared
by the Secretary of the Interior showing the size, timing and
location of leasing activity ;

the separation of the exgloratory phase from the develop-
ment phase of activity on a leased urea; .

the preparation of a development and production plan
which 1s to be submitted to the Secretary and to coastal state
governors for review and comment ;

the Interior Department to contract for exporatory drilling
on an experimental basis under certain conditions;

additional methods of leasing OCS tracts which must be
used in at least half of future frontier area sales;

a special oil spill liability fund created by a 214 cents fee
on each barrel of OCS oil ; and

federal assistance to coastal states, administered through
the Coastal Zone Management program, for energy facility
planning and energy-related impacts in the coastal zone.

On July 16,1975, the Senate passed S. 586 by a 73-15 vote. This legis-
Intion amends the Coastal Zone Management Act of 1972 and includes
the establishment of a Coastal Energy Facility Impact Program.
By the use of grants, loans, automatic OCS-related puyments, and
federally-guaranteed state and local bonds, S. 586 provides a federal
assistance network to aid coastal states which are likely to be impacted
by OCS and other types of energy activities in the coastal zone.

In the House, S. 586 was referred to the Oceanography Subcom-
mittee of the Merchant Marine and Fisheries Committee. On February
4, 1976, the full Committee reported its version of the Senate legisla-
tion on a 36-0 vote. H.R. 3981 was passed by the House on March 11,
1976 on a 370-14 vote. A Conference Committee is scheduled to meet
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soon to reconcile the differences between the bills. The Coastal Energy
Activity Impact grogram contained in H.R. 3981 has been incorporated
in H.R. 6?81 as Title IV (Sce Section-by-Section explanation of this
provision).

Whereas the amendments to the Coastal Zone Management Act
were within purview of only one Committee in the House, jurisdiction
over the Outer Continental Shelf program was highly fragmented.
A special procedure had to be adopted.

The House of Representatives: Establishment of a Special Committee

Early in the first session of the 94th Congress, some Members of
the House of Representatives, became concerned that bills to amend
the Outer Continental Shelf Lands Act of 1953, would have to be
referred to three or more comniittees of the House pursuant to Rule X,
Clause 5(c).** It was recognized that it would be extraordinarily diffi-
cult and time-consuming for the House to act on a major revision of
the Outer Continental Shelf Lands Act if several Committees were to
exercise concurrent jurisdiction over different aspects of any new legis-
lation. Action on this legislation needed to be prompt especially as
the Administration was accelerating the federnl program for the lease
of outer continental shelf lands for oil and gas exploration and
production.

In March of 1975, it was recommended to the Speaker of the House
that a special Committee be created for the sole purpose of considering
such legislation and reporting it to the full House, and that the special
Committee be composed of Members of the various Committees with
jurisdiction in this area. Thereafter, on April 22, 1975, Majority
Leader Thomas P. O'Neill introduced H.Res. 412, requesting the
establishment of an Ad Hoc Select Committee on Quter Continental
Shelf. Membership of, and staff for, this special Committee was to be
drawn from the Committee on Merchant Marine and Fisheries, the
Committee on Interior and Insular Affairs, and the Committe on the
Judiciary. On the same day, the Honorable John M. Murphy, Peter V.
Rodino, and Leonor K. Sullivan introduced H.R. 6218, a compre-
hensive bill to amend the OCSLA. That day the House passed H.Res.
412, by unanimous consent, and the Ad Hoc Committee was estab-
lished. HL.R. 6218 was referred to the Select Committee, which was
directed to transmit its findings and report on this matter to the full
House by January 31, 1976. By House Resolutions 977 and 1121, the
reporting date was extended to May 4, 1976.

Questions of jurisdiction and organization were resolved during
the first three meetings of the Committee on April 30, May 13, and
June 24, 1975, and an additional three members were added to the,
Committee, bringing it to a total of nineteen members. The agenda
for hearings, briefings and inspections was sct, and the Committee
commenced with its business. The first inspection and set of hearings
was held in Louisiana, where the Committee visited offshore drilling
platforms, an oil refinery, and other OCS-related industry.

Hearings were begun on June 7 in New Orleans, where 32 witnesses
testified, including the Governors of Louisiana and Texas, representa-

11 New Rule X Clause 5(c). adupted Yanuary 8, 1973, allows the Speaker to refer a bill
aimultaneously to two or more Committees. Prior to the adoption of this rule, a bill or
resolution could not be divided for multiple Committee referral.
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tives of Louisiana state and local government, of oil industry, of on
shore service industry, of environmental groups, and representatives of
regional offices of federal agencies having-jurisdiction over various
aspects of OCS development.

‘hree days of hearings were then held in Washington, D.C. on June
17, 18, and 19, where the Committee heard testimony from Members of
Congress, federal agencies, and representatives of environmental, pro-
fessional, industry, and governmental associations.

On June 26, members of the Committee and stafl flew to London,
Scotland and Norway on a seven-day series of briefings, inspections,
and meetings dealing with oil and gas exploration and development
in the North Sea.

Hearings were held in New York City on July 18 and 19, 1975, to
consider the problems related to expected QCCS development off the
New York and northern New Jersey coas’. Prior to the hearings, the
Committee attended a briefing presented by regional representatives
of the Coast Guard, Environmental Protection Agency, Federal En-
ergy Administration and the Interior Department’s Bureau of Land
Management. Another briefing was presented by Rutgers University
based on datu of an Office of Technology Assessment Project as to pos-
sible impact of expected OCS activities in the Baltimore Canyon
Trough off New Jersey, Following the briefings, the Committee heard
from a series of panels representing government, industry, environ-
mentalists, labor, Lusiness and technology. A total of 33 witnesses pre-
sented their views to the Committee over the course of these two days.

On July 25 and 26, 1975, further hearings were held in Ocean City,
New Jersey, and Philadelphia, Pennsylvania as to expected OCS ac-
tivity off the New Jersey coast. The Committee toured the New Jersey
coustal areas to familiarize itself with these potentially impacted
areas.

From August 2 to August 8, 1975, Committee members and staff
conducted a series of field hearings and on-site oil and gas facility in-
spections in California and Alaska. The hearings held on August 2,
in Los Angeles, California included testimony from the State’s Gover-
nor and the City’s mayor, in addition to representatives of industry,
labor, consumer and envirorimental groups. On August 3, 1975, en
route to San Francisco, the Committee Members and staff inspected
offshore platforms and oil facilities in Santa Barbara. California, site
of the 1969 oil spill. The hearings held on August 4, 1975 in San Fran-
cisco, concluded the California segment of the trip.

Hearings were then held on August 5, and August 6, 1975, irr Yak-
utat and Cordova, Alaska respectively. Testimony was heard from
government officials, including the Governor of Alaska, and local citi-
zens and fishermen. On the morning of August 8, 1975, the Members
and stafl participated in a tour of an onshore gas processing facility
in Kenai. That afternoon, concluding hearings were held in Anchor-
age, Alaska. Prior to returning to Washington, D.C.. the Committee in-
?%)ected drilling operations on the North Slope of Alaska at Prudhoe

ay.

Hearings were then held in New England to consider expected OGS
activity in the Georges' Bank area: One day of hearings on Septem-
ber 12, 1975, was held in New London, Connecticut where numerous
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(39) witnesses testified, including the Governors of Connecticut and
Rhode Island. Prior to the hearings, the Committee attended a brief-
ing session with Coast Guard, Interior Department and Environmen-
tal Protection Agency representatives. On September 13, 1975, the
Committee heard testimony in Boston, Massachusetts from Members
of Congress, the Governors of Massachusetts, New Hampshire and
Maine, and numerous panels representing government, labor, industry
and environmentalists.

The hearings held on September 26, 1975, in Ocean City, Maryland,
as to expected OCS activity off Maryland and Delaware completed the
Committee’s scheduled field hearings and inspections of oil and gas
facilities in potentially impacted areas.

During October, the Committee attended three days of briefings
held in Washington, D.C., presented by the American Petroleum In-
stitute on October 21, 1975, the Congressional Research Service of the
Library of Congress on October 22, 1975, and by the American Asso-
ciation of Petrolenm'Geologists on October 24, 1975,

On November 13, 14, and 20, 1975, the final set of hearings was com-
pleted in Washington, D.C. The Committee then proceeded to analyze
and coordinate the information gathered from the testimony of the
over 300 witnesses.

On December 16, 1975, the Committee held its first mark-up session
for the presentation and discussion of a new draft of H.R. 6218. Dur-
ing the month of January, numerous meetings with Members and staff’
liaisons, as well as many outside groups and organizations, were
conducted.

Mark-up sessions of the Committee were held on February 25 and
26, 1976 at which time Majority and Minority counsel consecutively
g{esented a summary and analysis consistent with differing drafts of

.R. 6218. Mark-up was continued on March 17, 18, 23, 24, 25, 30, and
31,1976. Due to the high degree of participation and interest, over 190
amendments were submitted for consideration by Members of the
Comnmittee.

JFinal mark-up sessions were held on April 6 and 7, 1976, and on
April 13,1976, and HL.R. 6218 was reported out of. Committee.

V. Nzep ror H.R. 6218 .

On January 23, 1974, President Nixon announced that he had
directed the Secretary of the Interior to increase the amount of acreage
on the Outer Continental Shelf (“OCS”) to be leased to private indus-
try in 1975 to ten million acres, -

In one year, the President proposed, the country was to lease an
amount of offshore territory almost equal to the amount leased since
the OCS program began in October, 1954. The proposal was part of an
overall strategy to deal with the Nation's energy problems.

The authority for this proposal was the Quter Continental Shelf
Lands Act, adopted in 1953. This Act provides for the jurisdiction
of the United States over the submerge({) lands of Outec Continental
Shelf and authorizes the Secretary of the Interior to lease these lands
for oil and gas production.

The ten-million acre lease proposal crystalized growing concern on
the part of many in Congress and elsewhere about the open-ended
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authority granted in the 23-year-old legislation. The existing law gives
Jittle guidance to the Secretary of the Interior on how he is to go about
leasing OCS lands.

The country’s increased reliance on petroleum recovered from under-
neath the ocean, made more apparent by the temporary oil embargo
from the Middle East beginning in the fall of 1973, had already
triggered a number of examinations of the manner in which offshore
resources were explored and recovered in this country. Some of these
studies were underway at the time of President Nixon’s dramatic pro-
posal ; others were triggered by it.

Examinations have ﬁen conducted recently by, among others, the
Congressional Research Service of the Library of Congress, the Na-
tional {Science Foundation, the National Sea Grant College Program,
the Congressional Office of Technology Assessment, the National
Academy of Sciences and Engineering, and the National Aeronautics
and Space Administration. These studies all pointed to either
deficiencies in current methods of leasing offshore territory for oil
and gas development, or the opportunity for improved methods of
conducting the operation.

One such study, by the National Science Foundation in 1974, en-
titled “An Economic Analysis-of Alternate OCS Petroleum Leasing
Policies,” found :

The historical background . . . documents the limited de-
velopment of leasing policy over the past two decades in shar
contrast with the dramtic changes in economic conditions an
social objectives. Specifically, past leasing strategies have not
been changed in response to increased petroleum prices and
development costs or to the increased geological uncertainty
associated with greater reliance on and acceleration of leasing
on the Quter Continental Shelf. In addition, society is con-
siderably more conscious of environmental protection con-
cerns than when leasing policy was established.

_ Congress responded by conducting its own research and by legisla-
tive action. In 1974, the Senate passed a comprehensive revision of the
1953 Act, but the action came too late in the session for the House to
take up the matter.

&l’ﬁain in 1975, the Senate adopted an OCS Act, S. 521.

e House of Representatives also has responded. So as to avoid
Committee jurisdictional disputes and thus avoid delays, the House
established the first ad hoc committee, composed of members of several
standing Committees, permitted under the new rules adopted by the
94th Congress. Speaker Carl Albert named Congressman John M.
Murphy of New York to be Chairman of the Ad Hoc Select Cominit-
tee on Outer Continental Shelf and charged the Committee with the
responsibility of reporting to the House a revision of the original Act
governing OCS operations.

The Ad Hoc Committee was convinced from the testimony of a
variety of witnesses that the OCS Lands Act of 1953 had to be revised.
For example, Senator Henry Jackson, Chairman of the Senate Inte-
rior Committee and chief sponsor of the Senate OCS legislation, testi-
fied before the Committee about the basic need for new legislation.

_In discussing the “vitally needed changes in the Outer Continental
Shelf: Lands:Act of 1053,” Sénator. Jackson-stated: that this-1953 law



75

“did not provide clear policy guidance to govern [OCS] leasing. The
bill has never been amended, though times and conditions have changed
drastically in the intervening years. These developments [improved
technology, decline of onshore production, increased importance of
OCS resources, increased environmental and coastal awareness, new
intergovernmental cooperation efforts, and accelerated lease schedules]
emphasize the need for legislation that reflects the changes of the last
twenty years and the growing importance of this great national
resource.”
Similarly, New Jersey Governor Brandon T. Bryant stated:

My basic message is simple : The current law governing the
ublic oil and gas resources on the OCS is outmoded and it
adly needs to ge changed. The current law, enacted over two

decades ago, has many serious flaws. [Among the deficiencies
he cited were absence of a full return to the federal Treasury,
absence of an incentive for rapid exploration, insufficient
information for the public, lack of compensation for the
coasta] areas impacted by OCS operations, inadequate protec-
tion of the environment and insufficient voice for state and
local authorities in OCS policy.]

In California, locus of the 1969 Santa Barbara oil spill, and one
of the main sites included in the accelerated leasing program, Joe
Bodovitz, Executive Director of the California Coastal Zone Con-
servation Commission, testified :

Several deficiencies in the present OCS leasing procedures
under the OQuter Continental Shelf Lands Act have contrib-
uted to the unhappy circumstance that in two months the
Department of the Interior plans to make an irrevocable
commitment to an indeterminate amount of oil and gas de-
velopment offshore California, without having adequately
assessed the extent to which such development will be con-
sistent with coastal planning goals.[He identified three major
deficiencies in the present system as inadequate information
for federal and state governments on the offshore resources,
the need to better control environmental impact and the need
to insure that offshore leasing is conducted in a manner con-
sistent with state coastal planning efforts.]

Finally, the hopes of citizens and local and state governmental
officials for new laws were aptly reflected by Los Angeles Mayor Tom
Bradley. Speaking for a group of municipal officials in California,
and reflecting the feelings of many of his colleagues around the coun-
try, Los Angeles Mayor Tom Bradley told the Committee:

It is my hope that you will act quickly in the matter of re-
forming and amending the OCS Lands Act to bring it up to
date, to bring it into the 1970’s, instead of operating on a
document that is certainly outdated . . . [The OCS Lands
Act of 1953] was written at a time when oil was regarded as
cheap and virtually unlimited. Enormous administrative
power was centered in one man—the Secretary of the In-
terior—to maximize efficiency of resource development . . .
Reviston-of ‘the éutddted Act is essentidl . . .

10-812 0-76 -6
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The original legislation providing essentially an open-ended grant
of authority to the Secretary of the Interior to Eroceed with leasing
on the Quter Continental Shelf, was based on what was, in 1954, an
unproven technology, and on expectations that offshore production
would be a relatively small supplement to the continued reliance on
production from onshore fields. -

This situation has changed dramatically. Now, according to US
Geological Survey estimates, fully one-third of the Nation’s dis-
coverable and producible oil reserves are offshore, as are 22 percent
of our natural gas deposits. A Congressional Research Service report
issued in April 1976 for the Committee declared that offshore produc-
tion “can be the largest domestic source of oil and gas between now
and the 1990’s. The chances of finding large new fields on U.S. land
are slim, except in Alaska.”

It is today’s’reliance on Outer Continental Shelf resources—given
conclusively demonstrated proof by the since-modified, but still ac-
celerated, plan to lease millions of acres in the next few vears—that
has spurred the move to reform OCS procedures and to provide new
protections,

" The Committee found that the prescnit law’s grant. of total discretion
to the Secretary led to a situation where the petroleum industry had
a too dominant voice in the setting of policy. As found. among others,
by the study entitled “Energy Under the Oceans: A Technology
Assessment of OCS Qi] and Gas Operations”, prepared by a rroup
at the University of.Oklahoma, héaded by Professor Don E. Kash:

In the case of making and administering OCS policy, direct,
continuous participation has heen largely, limited to the

troleum industry and government. Since government and
industry have had almost identical policy objectives, policy
has been made and administered with extraordinary ease . . .
Within the Department itself, many of the Secretary’s a:l-
visors are either recruited from industry or are persons who
have spent a part of their careers in industry. At the
operational level, detailed OCS orders regulating OCS de-
velopment have been and are the product of a process of
industry-government cooperation . . . .

It is clear that the pattern of government-industry relation-
ships which have been developed produced a very closed
gystem for making and administering OCS policies. It is the
closed character of this system which is being challenged at:
the present time. ) '

This close industry-federal government cooperation has. often dis-
regarded the interests of state and local governments and the taxpaysr.

State and local officials repeatedly testified that their dealings with
the Department of the Interior were unsatisfactory. While many
acknowledged improvements in the recent past, there was alnost
total unanimity that much more remained to be done to equip state
and local officials ‘with sufficient information to give them adequate
time for assessment and to provide them with the opportunity they
sought for a real role in offshore leasing policy decisions.
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Governor Michael Dukakis of Massachusetts spoke for his col-
leagues when he told the Committee :

I think one thing at the outset is clear, and that is that our
leasing laws are 22 years old. They were passed at a time
when the very concept of frontier leasing was unknown and
when oil and ges reserves beyond three miles were believed
to be small. Obviously, the system needs changing, for what._
might have been valid for 1953 is not in 1975. Unfortunately,
the efforts by the states to resolve this matter with the De-
partment of the Interior have not been much more successful,
Mr. Chairman, than those that you described on the part of
your Committee [referring to requests the Committee made
for a short delay in some lease sales].

Testimony from an impartial source on the inadequate role pro-
vided state and local governments was provided ky the National Ad-
visory Committee on Oceans and Atmosphere (“NACOA”), a Presi-
dentially-appointed body composed of experts in marine and atmos-
pheric science. business and research. The Chairman of the body, Dr.
William J. Hargis, the head of a state-supported marine research
laboratory, told the Committee :

State and local governments have had almost no role in the
decisions leading to the accelerated leasing program for the
Outer Continental Shelf with regard to both the timing and
the location of the proposed development. NACOA. supports
the intent of H.R. 6218 to assure that coastal states are given
the opportunity to participate in policy and planning deci-
sions relating to management of the resources in the OCS.
[Despite recent Department of the Interior attention to
states] NACOA has clearly stated it feels that legislation is
needed to clarify this point and, therefore, supports the gen-
eral concept of legislation such as that you are considering.

The efforts on the part of the Interior Department to meet the de-
mands of the states to be included in the OCS leasing process have
been clearly inadequate. It was not until March 1974 that an ad-
visory board, with Cesignated state representatives, was established,
and even then its function was restricted to overseeing offshore en-
vironmental monitoring programs. ‘

Under continued pressure from states, and in response to the hear-
ings of the Ad Hoc Committee, Interior finally, in October, 1975, set
up an OCS Advisory Board with a limited policy role. The earlier
body became the OCS Environmental Studies Advisory Committee
and continues to work nwith the Department to obtain better and more
comprehensive baseline studies and offshore environmental monitor-
ing programs. In the opinion of the Committee, both of these steps,
while welcome, were long overdue and still fall short of giving states
and local communities the involvement they should have:

H.R. 6218 answers this need. First, it provides for establishment of
Regional Advisory Boards. Any recommendations from these bodies,
or Governors of affected states, must be accepted unless found not to
be in the national interest.
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Second, OCS lease holders must now supply the Secretary of the
Interior with an exploration plan, before this activity may proceed,
and with a development and production plan, before that activity may
commence. While current regulutions require similar documents, the
do not provide the detail nor the opportunity for public review whic
the Committee believes is required and H.R. 6218 mandates.

Third, H.R. 6218 requires the publication of a five-year leasing pro-
gram, providing the timing and Jocation of proposed leases to reflect
environmental considerations and with due regard for the likely im-
pact on affected states. This plan is to be submitted to Regional Ad-
visory Boards, states, local governments and, after opportunity for
commesnt, to Congress.

This legislative response to the needs of the states is an example of
the necessity for legislation. The Department of the Interior main-
tains it has sufficient legal authority now to implement any reforms.
Yet, steps which have been taken by the Department have not been
sufficient, and even then, have come only after considerable agitation.

It is the Committee’s view, based on a review of the testimony of
most witnesses, that the subject of OCS leasing is too important and
the need for change too compelling to rely on piecemeal and tardy
decisions of the current or some future administrator of the OCS leas-
ing program in the Department of the Interior. It is essential that
Congress set out, in law, public policy objectives and provide guidance
to the Secretary of the Interior, based on the accumulated knowledge
gathered since 1954, for implementation of such a vital component of -
the Nation’s total energy program.

Another underlying concern of the Committee, which is reflected in
various provisions of H.R. 6218, is that the present system provides
too many advantages for industry at the possible expense of the tax-
payer. Thus, the Committee authorized new leasing methods and re-
quired their use in an experimental manner.

The present front-end bonus system was often described in harsh
terms by witnesses. David J. Bardine, Commissioner of the New Jer-
sey Department of Environmental Protection, stated:

[The present system] is almost as bad as a legal system
without policemen, without judges, without courts, without
punishment. This is a giveaway program.

tItS:é'bam Heller, speaking for the Environmental Policy Center,
stated :

The leasing and development program has been adminis-
tered in a manner which local and state officials and the con-
cerned public believe to be environmentally and economically
irresponsible.

While the Committee does not necessarily endorse either of the above
expressions, they are reflective of a deep concern on.the part of many
that the OCS Krogmm in the past has been too closed a procedure, in
the words of the technology assessment conducted by Professor Kash
and his colleagues and cited above. .

The Committee originally had opposition to the current legislation
from two sources, the Department of the-Interior and tiie large pétro-
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leum companies, Their basic thesis was that the present law was ade-
quate, providing sufficient leeway for changes, and that most of the:
objectives of such legislation as H.R. 6218 could be (or already was)

accomplished by administrative action. -

Yet, the present law, with its grant of almost total discretion to the
Secretary of the Interior, has led to criticism by states, environmental-
ists, fishermen, tourists, smaller industry representatives, and others.
This criticisin has led to suspicions and opposition, often expressed in
repeated law suits. It is the Committee’s intent, through new legisla-
tion, to alleviate these suspicions and aliow prompt, yet conscientious,
exploitation. ’

The petroleum industry itself is aware of these suspicions. The
chairman of the board of Humble Oil (Exxon) told a conference on
offshore technology in 1969 that the industry’s freedom of operations
in the future “may well depend on our ability to convince the Amer-
ican public that we are capable of carrying out difficult, sophisticated
technical operations deep in the ocean while maintaining the ability
to conserve and protect the marine environment.”

The Committee endorses this sentiment. The motivation behind, and
the intent of, H.R. 6218 is to provide the public with this type of assur-
ance, require a more open process in the leasing of the public’s OCS
lands to industry, and thus help dispell the doubts and suspicions, and
avoid undirected and misdirected opposition and, often, legal
challenge. .

It is the conviction of the Committee, after its extensive examina-
tion of the OCS issue, that we can and should proceed with early
exploration and development in an expanded offshore oil and gas pro-
gram and that this can be done, provided adequate safeguards are
provided, in an environmentally and socially responsible manner, In
fact, the Committee generally agrees with a major finding in the Con-
gressional Research Service study issued in April of this year, which
states that offshore operations are less likely to place oil or gas in the
ocean than importing a like amount of petroleum in tankers, since the
latter are the major source of oil and gas in the world’s oceans.

One witness gave eloquent expression to the Committee’s underlying
purpose in recommending passage of H.R. 6218 and to its belief in the
manner in which the QCS program of the future should be conducted.
James W. Brooks, Commissioner of the Alaska Department of Fish
and Game, told the Committee :

I firmly believe we can have our petroleum and our healthy
zosystems too. But I just as firmly believe that we are a long
way from achieving the safegnards we must to insure that the
Alaska OCS experience is not a djsastrous gamble. Yet, the
safeguards are well within our reavi if we can but shake off
‘the hoary traditions of antique management decisions, if we
can but require more of technology, if we can but rationalize
the decision-making, and if we can but create a biological
surveillance system with authority, integrity and expertise.

This statement. is an apt summary of the purposes of FLR. 6218, and
\c\;h%; th?3 Nation nelc(éﬁ tlllg chlnng(els included 1n HL.R. 6318 in the existing

uter Continental Shelf .oil and gas prograii in order to_ accoraplish.
these. objédtives: gus Pt P
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VI. SecrioN-BY-SecTION ANALYSIS
SHORT TITLE

This Act may be cited as the “Outer Continental Shelf Lands Act
Amendments of 1976,

TITLE I—FINDINGS AND PURPOSES

Title I details the findings of Congress that led to enactment of the
Outer Continental Shelf Lands Act Amendments of 1976 (“1976
Act”) and the purposes of Congress in enacting the 1976 legislation.
Section 101 —Findings ,

As a result of its extensive hearings, the Committee set out in Sec-
tion 101 a number of findings about the current and future surpl of
energy, the potential of resources of the Outer Continental Shelf
(*“OCS"), and the existence and solution of administrative, legal and
environmental problems. Specifically, the findings are that the demand
for energy in the United States is increasinf and will continue to
increase, while the domestic production of oil and gas has declined.
This decline in production has made the United States increasingly
dependent on impoits to meet domestic demand, but this ¢ependence
on imported oil zan be significantly reduced by increasing the devel-
opment of domestic sources of energy. Similarly, natural gas con-
sumption of the United States has greatly exceeded any increase in
domestic reserves. »

There is technology available to significantly increase domestic pro-
duction of oil and gas in an environmentally safe manner. One source
for increased domestic discovery and production of oil and gas is the
Outer Continental Shelf (OCS). This vital natianal resource reserve
must. be carefully managed so as to obtain fair value for the resources,
protect competition, preserve the environment, and generally reflect
the public interest.

Development of the resources of the Outer Continental Shelf has,
however, been delayed because of a number of technological; economic,
environmental, administrative and legal problems. To resolve these
problems, a review of environmental and safety regulations relating to
activities on the Shelf must be undertaken in light of current tech-
nology and information. In addition, because the development and
delivery of OCS resources and the placement of related energy facili-
ties may cause adverse impacts on certain states, these states must be
able to develop policies, plans and programs to anticipate and amelo-
riate any adverse impacts. Thus. they must be provided with timely
access to.information as to QCS activities, an opportunity to review
and comment on policy decisions, and must. receive from the federal
government adequate financial assistance to allow them to plan for and
ameliorate onshore impacts.

The federal guvernment must also assume the responsibility for
minimizing or eliminating conflicts betweer. oil and gas develonment
on the shelf and other uses of the marine environment, such as fish and
shellfish harvesting and recreational activities.

Finally, the probiem of the.effccts of oil spills must be'dealt with.
Funds must be made available to pay. for the prompt removal of any
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oil spill or discharge and for any damages suffered by any private or
public entity as a result of the spill or discharge.

Section 102.—Purposes ‘
The Outer Continental ‘Shelf Lands Act of 1953 has given broad
discretion to the federal government in exercisin%regu]atory authority
as to activities on the Quter Continental Shelf. New findings of Con-

and the problems described in those findings, indicate a need to
ormalize many of thése regulations in statutorg provisions and to
authorize and mandate the promulgation of additional regulations.
The purpose of the Quter Continental Shelf Lands Act Amendments
of 1976 (1976 Act”) is to establish such a legislative framework.:

Specifically, the 1976 Act is to establish policies and procedures for
managing Outer Continental Shelf oil and natural gas resources 20 as
to better achieve national economic and energy policy goals. Qil and.
natural gas resources in the Outer Continental Shelf are to be pre-
served, protected and developed so as to (1) allow the resources to
become available for domestic use as rapidly as possii.ie; (2) provide
for a balance of development with protection cf the environment;
z 3) insure the public a fair and equitable return on the resources; and

4) preserve and maintain competition. ,

Through ncw safety regulatory and enforcement procedures, the
development of new and improved technology is to be encouraged so
as not merely to reduce, but rather to minimize, and possibly eliminate,
risks to the environment.

States impacted by OCS exploration and development are to be
provided with comprehensive assistanca to anticipate, plan for, and
ameliorate any temporary or permanent adverse impacts, thus insur-
ing adequate protection for the quality cf life within such areas. Such
assistance must include not only funds, but also timely access to in-
formation, an opportunity to participate in the formulation of policy
and planning decisions, and an opportunity to actually review and
comment on final decisions.

The 1976 Act is also to previde procedures to minimize, and hope-
fully eliminate, conflicts which may occur between those seeking to
explore, develop and produce oil and natural gas ard those seeking to
recover other natural resources, such as fish and shellfish.

_To protect public and private interests from the effects of a possible
oil spill, the 1976 Act establishes an oil spill liability fund to pay for
:‘he prompt removal of oil spilled or discharged, and for any resultant

amages.

Finnlly, in establishing a leasing program for the future, in spe-
cifically selecting sites for leasing, and in_authorizing any public or
private exploration, the federal government. must insure prompt as-
s}e‘ss]t;lent of the total amount of oil and natural gas to be found on the
shelf.

TITLYE. II—AMENDMENTS TO TiHlE OUTER CONTINENTAL SHELY LANDS ACT

This Tit)e contains a series of amendments to the Onter Continental
Shelf Lands Act of 1953 (43 U.S.C. 133143) (“OCS Act").
Section 201.—Definitions

This section amends section 2 of the OCS Act by modifying one
term and adding definitions for thirteen new terms.
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Subsection (a) changes the term “mineral lease”, in the OCS Act, to
“lease”, 30 as to more properly describe the authorization for explora-
tion, development and production of oil and gas or other minerals.

Subsection (b) adds new terms, including “coastal zone” and “coast-
al state”, derived from the Coastal Zone Management Act of 1972
(16 U.S.C. 1451 et seq.) ‘

The subsection also defines “affected state.”” Throughout the Outer
Continental Shelf Lands Act Amendments of 1976, states that are
affected by any particular activity are given the opportunity to review,
comment on, participate iii, and make recommendations as to decisions
relating to that activity. To determine those states the term, “affected
state”, hus been defined. The term is not a general designation for all
actions and decisions. Rather, it is a specific descriptiton related to a
particuler provision, plan, lease, or other activity. With respect to any
activity, an affected state is (1) one whose civil and criminal laws,
pursuant to Section 4(a) (2) of the OCS Act, are applicable to the area
where the activity is conducted; (2) which is connected to an OCS
structure; (3) which receives OCS oil and gas for processing, refining
or transshi ment; (4) which is designated by the Secretary of the
Interior as having n substantial probability of being significantly im-
pacted, damaged or changed; or (5) which is found by the Secretary
of the Interior to bear a substantial risk of serious damage from-an o1l
spill or blowout. . .

S(Ye«;iﬁc definitions have been added for “mnarine environment” for
conditions affecting the marine ecosystem; for “coastal ennironment™
for conditions affecting the coastal zone ecosystem; and for “Auman
environment” for conditions determining the quality of life of those
areas affected directly or indirectly by OCS-related activities.

“Governor' is defined to include any person or entity designated by

state law to exercise the powers granted to a Governor in either the 1953
OCS Actorin the 1976 Act. .
. Definitions have been included for “exploration™ to include geophys-
1cal surveys and drilling, including dril{ing of deliniation wells after
a discovery ; for “devslopment™ to include geophysical activity, drill-
ing, platform construction, and the operation of onshore support
facilities, after djscovery of minerals; and for “production® to include
removal of resources, transfer to shore, and work-over drilling. Al-
though the Committee sought to define these terms to cover mutually
exclusive sets of activities, the Committee recognizes that often they
involve continuous and overlapping processes. The purpose of these
definitions is to identify the point, after exploration and before devel-
opment, beyond which activity under a lease cannot proceed without an
approved development and production plan, as described in Section
25 of this Act. ’

A definition is included for “anti-trust low.* Specific findings, pur-
poees and policies are enumerated in the Act as to preservation of free
enterprise competition. To carry out this goal, the 1976 Act asks the
Attorney General and, in some instances, the Federal Trade Commis-
sion, to review and comment on a proposed leasing program, lease sales,
lease extensions, or regulations, and requires the gecretary of the In-
terior to consult with the Attorney General in preparing portions of
his annual report dealing with the promotion of competition. Review,
comment, recommendations and reporting are to be based on evalua-
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tions of aciivities in light of anti-trust, laws. The definition of “anti-
trust law” has been included to detail those statutes to be considered
by the Attorney General and the Federal Trade Commission. '

“Major federal astion” is defined to refer, for purposes of applica-
tion of the procedures under the National Environmental Policy Act
of 1969 (“NEPA?”) to the-term in NEPA. “major federal actions sig-
nificantly affecting the quality of the human environment” (Section
102(2) gc) ; 42 U.S.C. 4332(2) (¢) ).

Finally, subsection (b) also adds & new definition for “fair market
walue”. In order to provide a framework for the distribution of oil and
natural gas obtaiied as a royalty or net profit share, or purchased bly
the federal government, as described in Section 27, “fair market value”,
which is to be a basis for such distribution if there is no regulated
price, is defined:-to be the averaging of the price computed according
to existing sales, or if there are no sales, an appropriate price deter-
mined by the Sccretary. This definition is similar to that for “market
price” in OCS royalty oil regulations, presently used in the sale of
such oil (30 CI'R 225a.2(i)).

Section 202.—National Policy )

Section 202 amends Section 3 of the QCS Act, originally a jurisdic-
tional provision, and makes it into a declaration of national policy.
The original provisions of Section 3, providing that the subsoil and
seabed of the OCS belong to the United States and that all existing
rights of navigation and fishing in OCS waters are to be continued, are
restated.

In addition, policy statements are included to make it clear that in
administering not. only the QOuter Continental Shelf Lands Act, but
also any other act applicable, directly or indirectly, to activities on
the Outer Continental Shelf, responsible federal officials must insure
‘that activities on the shelf ar¢ undertaken in an orderly fashion, so as
to safeguard the environment, maintain competition, and take into
account impacts on affected states. These officials are also to consider
the needs of affected states for information, participation and as-
sistance so they can protect themselves from any temporary or per-
manent adverse affects of activities, and are to preserve the rights and
responsibilities of all states to protect their environment through their
own regulatory procedures,

Finally, responsible federal officials must insure that operations
in the Outer Continental ‘Shelf ave safe. In making decisions as to the
approval of explomtion, development and production, and in assuring
compliance with safety and environmental regulations, the officials are
to require that activities and operations are conducted by well-trained
personnel, and that such personnel use adequate techniques and é)m-
cautions to prevent or minimize blowouts, loss of well control, fires,
spills, interference with other users, and other possible damage.
Section 203 —Laws Applicable to the Quter Continental Shelf

Subsection (a) amends section 4(a) (1) of the OCS Act of 1953 by
changing the term “fixed structures” to “structures permanently or
temporarily attached to the seabed” and making other technical
changes. It is thus made clear that federal law is to be applicable to
all activities on all structure in contact with the seabed for explora-
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tion, development, and production. The Committee intends that fed-
eral law is therefore to be applicable to activities on drilling ships,
semi-subrmersible drilling rigs, and other watercraft, when they are
connected to the seabed by drill-string, pipes, or other appurtences,
on. the OCS for exploration, development, or production purposes.
Ships and vessels are specifically not covered when they are being used
for the purpose of transporting OCS mineral resources:

Establishment of Boundaries -

Subsection {b) amends section 4 (&) (2) ‘of the OCS Act of 1953 so
as to provide an updating of the laws of adjacent states applicable to
OCS activities. Section 4(a) (2) provided-that the President was to
determine and publish in the Federal Register lines projecting sea-
ward from the boundaries of states adjacent. to the OQuter éontinental
Shelf. With the exception of state taxation laws, and specific federal
lnws and regulations, the civil and criminal laws of such adjacent
states “as of the effective date of [the OCS Act]” were declared tobe a
law of the United States as'to activities on the Shelf. Because of the
words “us of the effective date of this Act”, any applicable civil and
criminal Jaw was to be, until recently, determined as of August 7, 1953.

The Deepwater Port Act, P.I. 93-627, 88 Stat. 2148, Section 19(f),
amended this subsection to provide that whenever state laws applied
to activities on the Outer Continental Shelf, the civil or criminal law
in effect at the time of application was to be used.

The Committee ag that the state criminal law, us applicable,
should be those provisions in effest as of the date of application, but
believed that a less stringent standard should be used as to state
civil laws. Therefore, subsection :(b) now provides that such criminal
laws of the adjacent states shall be-applicable as they are adopted,
modified or amended by such states, but that the civil laws of such
states shall be applicable as of the date of enactment of the 1976 Act,
and then as updated with all changes, at the end of succeeding five-
year periods. )

In addition, in order to implement the original 1953 Act’s intent that
the President was to promptly publish the projected lines extending
the boundaries for the application of state laws, the President is re-
quired to actually determine and publish such linés within one year
after date of enactment of the 1976 Act-and is to establish procedures,
if necessary, for the settling of any disputes relating to the projection
of such lines, prior to such a determination. These lines are not, in any
way, true-legal boundaries between states, but are rather only the base,
for federal application within Federal lands, for a determination of
applicable state law.

inally, the President is now to be required, within one year of the
date of enactment of the 1976 Act, to estublish procedures for the set-
tling of any outstanding internationsl boundary disputes concerning
the Outer Continental Shelf, including the determination-of bound-
aries between the United States and Canada and between the United
States and Mexico. Of course, if these procedures result in an interna-
tional agreement, other requirements of law, such as the ratification by
the Senate in the case of a treaty, must-be followed. These “interna-
tional boundaries” refer only to the submerged lands of the OCS and
do not affect any territorial claims to the superadjacent waters.
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Certain technical and conforming changes are made to other sub-
sections of section 4, including the deletion of the original subsection
4(b), relating to the jurisdiction of the United States district courts.
Language similar to this subsection has now been included as part of
the new Section 23, which describes the procedures and jurisdiction
related to court actions under this Act.

Safety Regulation.and Enforcement -

Subsection 4(e§ is amended to provide that the Secretary-of the:
Department in which the Coast Guard is operating is now required,
rather than permitted as H)rovided before, to mark for the protection
of navigation any artificial island or structure which has not been suit-
ably marked by the owner. Subsection 4(e) (2) and ‘subsection 4(f),
which provide that the Secretary of the Department in which the
Coast Gluard is operating shall promulgate and enforce reasonable reg-
ulations as to safety of life and property and that the Secretary of the
Army is to continue to have the authority to prevent obstruction to
navigation in navigable waters, is maintained. However, these sections
must now be read n Jight of sections 21 and-22 added by the 1976 Act.

Section 21 provides that regulation as to the avoidance of naviga-
tional hazards are to be prepared by the Secretary of the Interior with
the Secretary of the Army, or the Secretary of the Department in
which the Coast Guard is operating, or both ; and that regulations as
to occupational safety and health are to be prepared by the Secretary
of the Interior with the Secretary of Labor (through the Occupational
Safety and Health Administration), or the Secretary of the Depart-
ment which the Coast Guard is operating, or both,

Section 22 directs the Secretary of the Interior and the Secretary of
te Department in which the Coast Guard is opersting to enforce safety
and environmental regulations, and the Secretary of the Interior and
the Secretary of Labor (through the Administrator of the Occupa-
tional Safety and Health Administration) to enforce occupational and
public health regulations.

Section 4(e) and 4(f) provide authority for the Coast Guard and
the Army to promulgate and enforce reasonable regulations. The
actual promulgation and enforcement of such regulations are to be
undertaken in a cooperative fashion by all those ngencies named in
Section 21 and section 22, ™

It is the intention of this Comniittee to provide that agencies which
have developed expertise within their ﬁelcis be given adequate author-
ity and responsibility to apply their expertise in the development and
enforcement of regulations.

As to the development and enforcement of regulations for the
avoidance.of navigational hazayds, it is intended by the Committes
that, insofar as existing regulations are adequate, or can be modified
to be adequate, responsibility for the promulgation and later enforce-
ment of such regulations should continue to be maintained by the
Coast Guard and, where appropriate, the Army, in consultation with
the Secrotary of Interior.

However, as will be described in more detail in the discussion
on Section 21, the Committee was dissatisfied with the regulatory
machinery and enforcement as to workers' safety presently under-
taken by the Interior Department and the Coast Guard, under the
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present OCS. Act. 1t is the Committee’s intention and purpose to
improve that machinery and enforcement by requiring participation
of the Labor Department, through the Occupational Safety and
Health Administration, in preparing regulations for employee safety,
in enforcing employee safety regulations, and in investigating allega-
tions as to employee safaty violations, including requiring an inquiry
into any serious injury or death.

The Committee is aware of the role of the United States Coast
Guard in regard to vessel safety, including provisions to protect
employees. The Coast Guard has develoi)ed a program beﬁinning at
the design stage and continuing through construction and explora-
tion of a vessel. This program currently covers mobile drilling units
and support vessels engaged in operations on the shelf. The Com-
mittee recognizes tliat these mobile drilling and vessels are not
restricted to operations on the shelf but are commonly employed
worldwide. Regulations to be promulgated and enforced under this
Act would only apply to such vessels when they are actually drilling
and therefore attached to the seabed. In order to avoid conflicts and:
ambiguities, the Coast Guard is given joint responsibility for employee
safety regulation and enforcement. The Committee expects the Coast
Guard to work with OSHA. and other responsible agencies so as tg
provide that drill ships or other mobile vessels would not only compl
with Coast Guard regulations while traveling, but also comply mt?v:
regulations under this Act when in the drilling mode.

Section 204 —Outer Continental Shelf Exploration and Develop-
ment Administration

This section amends Section 5 of the Outer Continental Shelf Lands
Act of 1953 by providing detailed requirements for the adm:aistration
of leasing on the OCS.

_ Subsection (a) of Section 5 is now to provide that léasing be admin-
istered by the Secretary of-the Interior, who is to promulgate all neces-
sary regulations to carry out his leasing responsibilities. These regu-
lations are to be arpllcable to any lease In.effect at the date of
promulgation, as well as to any lease to be let in the future. Of course,
the present Constitutional requirement that any retrospective regu-
lation be “reasonable” is applicable. Thus, any regulation must be in
furtherance of the findings, purposes and policies of this Act. .

_As agencies other than the Interior Department are given responsi-
bility for certain regulations and enforcement actions under new
sections 21 and 22 added to the OCS Act, and as state goverhments
are granted a larger role in all OSC decisions, this subsection stresses
that the Secretary of the Interior is to cooperate with any relevant
agency of the federal government ard of an affected state in énforcing
safety, environmental and conservation iaws and regulations.

At each stage in the formulation and promulgution of regulations,
the Secretary is to ask for.and consider the views of the Attorney
General as to any matter which may affect competition. Of course,
any statement by the Attorney General is advisory only; it does not
bind him in any future nossible litigation or failure to litigate,

The original subsection (a) of subsection 5 of the OCS Act granted
very broad authority, with few guidelines, to the Secretarly to promul-
gate regulations. The amended subsection, while not limiting the
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generality of the power granted to the Secretary to promulgate any
appropriate regulation, does provide statutory guidelines and require-
ments for certain types of regulations, .

The Secretary is to provide regulations for the suspension or
temporary prohibition oF operations or activities pursuant to a lease
or permit in particular circumstances, Suspension can occur, if re-
quested by the lessee, to further conservation, to insure proper develop-
ment, and to allow for adequate transportation of resources. The
intention of this paragraph is to provide that suspension and a con.,
current extension of the five-year lease term may be granted, upon
request of the lessee or permittee, so as to allow, for example, unitized
exploration or development, common pipeline placement, or proper
and safe delivery by tankers.

Suspension is also permitted without any request by, and even over
the objection of, the lessee, if there is a threat of serious, irreparable
or immediate harm or damage as a result of any operation or activity. ]
Section 23 provides that the lessee can seek review of any such sus-
pension through a proceeding in the United States district court.

As the reason for the suspension is usually through no fault of the
lessee, any permit or lease affected by a suspension or temporary pro-
hibition is to be extended for the period of such extension or prohibi-
tion. If, however, a suspension or prohibition is a result of gross neg-
ligence or willful violation of the terms of a lease or germit or of
applicable regulations, no such extension shall be permitted.

Cancellation Provisions

The Secretary is also required to develo ulations for the can-
cellation of any lease or permit when continued activity would actu-
ally cause, not i‘ust threaten, serious harm or damage, and such harm
or damage would not decrease over a reasenable period of time. It was
the intention of the Committee that theé Secretary would first sus-
pend or temporarily prohibit activities when there is a potentiality of
serious harm, and then, if it appears to the Secretary that continued
activity would actually cause harm, and that the harm would be con-
tinuing for the indefinite future, he should cancel the lease. This pro-
vision in subsection (a) would ordinarily only apply-to an environ-
mental cancellation, without the fault of the lessee or permittee. Sub-
section (c¢) and (d) of this Section provides the procedures for can-
cellation or termination because of improper activities or non-compli-
ance by a lessee or permittee. :

An environmental cancellation of a lease or permit can only occur
after a hearing, and the determination by the Secretary after that
hearing would be subject to review in an ‘appropriate district court,
as provided in section 23(b).

An environmental cancellation does not foreclose any claim for com-
pensation as required by the Constitution or any other law. The ap-
propriate district court, as a trial-level court, would: determine on a
case-by-case basis whether the cancellation involved a “taking™, and if
so, what would be the just compensation for that taking. As the en-
vironmental cancellation provision is retrospective, it was the Com-
mittee's belief that the awarding of compensation would be more
liberal for those leases issued prior to the date of enactment f the
1976 Act, as the lessee bid on a lease without riotice of the possibility
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.of a faultless cancellation. However, it was the inteiition of the Com-
mittee that issues concerning the right to, and the amount of com-
pensation, were more appropriately judicial-ones, rather than legi>la-
tive ones, and thus should not be specified within the OCS Act.

An environmental cancellation, permitted at any time, is to be dis-
tinguished from an automatic cancellation or termination of a lease
for disapproval of a development and production plan, as provided
in new section 25. Section 25 provides that if a development and pro-
duction plan, submitted after a discovery of oil or natural gas, or
both, cannot be modified to insure a safe operation because of excep-
tional circumstances, it is to be disapproved, the lease automatically
deemed to be cancelled, and the lessee entitled to all amounts paid for
the lease and all direct expenditures pursuant to the lease up to the
cancellation. .

As the disapproval is “deemed” to be a cancellation, there is no ju-
dicial review in the district court of that cancellation. However sec-
tion 23(c) (2) does provide that the disapproval, and thus the auto-
matic cancellation, could be challenged through administrative pro-
-ceedings within the Department of the Interior, and then judicial. re-
view in an appropriate United States Court of Appeals.

Environmental cancellation because of disapproval of a development
and production plan automatically entitles the lessee to all expenses,
while cancellation at any other time might or might not entitle a lessee
to compensation, as determined on a case-by-case basis by the courts.

Subsection (a) also specifically instructs the Secretary of the In-
terior to promulgate regulations for assignment or relinquishment of
leases; unitization, J)oo ing and:drilling agreements; subsurface stor-
age of oil and gas, drilling arrangements, and for the prompt and ef-
ficient exploration .and development of a lease area. The Secretary is
also instructed to prepare regulations to cairy out specific sections of
the Act, dealing with the different bidding systems, annual reports,
safety regulations, leasing and development programs and plans, citi-
zens suits, Regional Outer Continental Shelf Advisory Beards, and
the sale of royalty, net profit share, or purchased oil and gas.

_ Subsection (b) makes it explicit that the issuance, extension, or con-
tinuance of any lease is conditioned upon compliance by the lessee with
the regulations issued under the Act. They are to be considered part of
the lease terms. Any regulation promulgated after the issuance of a
lease, if reasonable, would have retrospective application.

Subsections (c) ané (d) readopt into Section 5 former paragraphs
(bg(l) and (be (2), respectively.

ubsection (¢) provides for the cancellation c¢f any non-producing
lease for failure to comply with the Act, the lease térms, or applicable
regulations. The holder of such non-producing lease wh‘ic}‘l) is can-
celled may secure review of that decision in the United States district
court, as provided in Section 23 (b). .

Subsection (d) provides for cancellation of any producing lease
for failure to comply with the Act, lease terms, or'applicable regula-
tions. Such u cancellation can only occur affer a proceeding in the
;g{)g-;)pnate United States district court, as provided in Section

It is the intention of the Committee that unlike a cancellation for
environmental reasons, where the compensation is a quéstion for the
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" court, a:cancellation because of failure to comply with the Act, lease
terms, or applicable regulations, would ordinarily preclude compen-
sation to the lease holder.

Subsection (e) readopts former subsection (c) providing for rights
of way for the transportation of minerals under appropriate regula-
tions.

Rates.of Production

Subsection (f) provides for application of provisions as to the
rate of production of oil and gas on a lease. The Energy Policy and
Conservation Act, P.I.. 94-163, 89 Stat, 871, Section 108, 42 U.S.C. ’
6214, allows the President to require crude oil and mineral gas or
both to be {)roduced from fields on federal land, including the Outer
Continental Shelf, at maximum efficient rates of production, and at
temporary emergency production rates during a severe energy sup-
ply interruption. Paragraph (1) of subsection (f) provides that if
any such rule or order 1s issued by the President, under the Energy
Policy and Conservation Act, or any other provision of law, the lessee
is to produce at rates consistent with such rule or order. Paragraph
(2), -however, provides that if no rule or order is established
by the President, the Secretary is to promulgate regulations to insure
the maximum rate of production which is efficient and safe, and that
the lessee is to produce oil or gas, or both, at rates consistent with any
such regulation. The Secretary is granted the discreiion, after such
rate is established, to permit variances when necessary. The question
of efficiency as an element of the rate or rates to be set would include
economic and technological factors. Industry would have the right
to comment on any proposed regulations, as would-any other inter-
ested citizen, prior to the promulgation of a final and effective
regulation, X

Subsection (g) provides that after the date of enactment of the
1976 Act, no lessee can flare natural gas from any well, unless the
Secretary of the Interior makes a specific finding that such a pro-
hibition 18 not practicable. Practicable includes economic and efficiency
considerations. Section 501 of the 1976 Act requires an annual report
as to any wells that the Secretary permits to flare natural gas.

Section 205.—Revision of Bidding and Lease Administration

Section 205 amends section 8 of the OCS Lands Act by providing
new bidding oyi)tions and procedures.

The original OCS Lands Act of 1953 provided that leases were to
be awarded to the highest responsible qualified bidder, through com-
petitive and sealed bidding procedures on the basis of a cash bonus,
with a fixed royalty of no less than 1214 percentum, or on the basis
of a royalty, at no less than 1215 percentum, and a fixed bonus.
Subsection (a) of Section 8 is amended to still require competitive,
sealed bidding procedures and to still authorize bonus and royalty
bids, but now also to authorize six new bidding systems: (1) a fixed
cash bonus bid with a diminishing or sliding royalty; (2), a cash
bonus bid with a fixed share of the net profits of not less than 80
parcentum; (3), a net profit share bid with a fixed cash bonus; (4),
a cash bonus bid with a fixed royalty with no less than 1215 .per-
centum and a fixed net profit share of no less than 30 percentum;
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(5), a cash bonus bid with a fixed net ﬁ)roﬁt, share, for a percentage
share of a lease area, and (6), a cash bonus bid with a fixed. or
diminishing royalty, for a percentage share of a lease area.

Detailed procedures are also included in this subsection for the
quantification of bids and the holding of lease sales using the various
systems.,

Several options provide for minimum royalties and net:profit share.
It might become uneconomic during: later phases of production to-
exploit resources because of these minimums, Therefore, in paragraph
(3) of the subsection, the Secretary is given the authority, after
production has commenced, to reduce or eliminate any royalty or net
profit share so as to encourage complete exploitation of the resources
1n a lease area, , :

One problem of the present front-end bonus system is the need for
a potential lessee to secure lirge amounts of capital for the payment
of the front-end bonus immediately after a winning bid is accepted.
Paragraph (2) of subsection (a) would permit the Secretary to pos-
sibly alleviate this problem by announcing prior to a lease sale that
a cash bonus may be paid in installments according to a schedule over
a period up to five years or up to the commencement of development
and Ylmduction, whichever occurs first.

While there are uniform accounting procedures and standards to
determine profits for an.industry, or a company, in general, or from
a iarticular activity, what is exactly “net profits” 1s often unclear.
A bidder in a lease sale, involving one of the systems involving a fixed
or a variable net profit share, should know what that term means .
prior to submitting his bid. Therefore, paragraph (4) of subsection
(a) provides that the Secretary shall, in a regulation issued at least

days prior to a Jease sale involving a net profit share, establish
rules to.govern the calculation of net ‘profits. As the potential lessee
would know priox to entering his bid how net profits are to be cal-
culated, if there is any dispute as to the actual calculation of net
profits once production has commenced and profits accrue, the burden
of proof is to be on the lessee. In attributing Yrdﬁts as between oil
- and: gas, costs are to be allocated proportionately to the value of the
.respective amounts of oil and gas produced,

Phillips Plan Provision

Subsection {2) provides for two percentage leasing systems, one
with a fixed net profit share and the other with a fixed or diminishing
royalty. This system, suggested to the Conymittee by the Phillips
Petroleum Company (and commonly called the “Phillips Plan™),
provides an opportunity for.s number of companies to secure undivided
working interests in a lease area and then proceed to jointly explore

" and develop that lease area. . )

It is expected that this system will allow smaller energy companies,
and other companies not presently involved in OCS leasing, to partici-
pate. A company would bid for a certain percentage, in its discretion,
of a lease area at a certain price. The highest resﬁgnsnble qualified bid-
ders, up to 100 percent of the lease area, would be awarded their per-
centages. In general, the Secretary of the Interior is to establish stand-
ards and procedures for the formation of a joint working group con-
sisting of al! the successful bidders on the percentage leasing system,
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and is to be considered a non-voting party to any such group. Specifical-
ly, the Secretary is to approve the operator or operators for the joint
working group 1n a lease area and the terms of management of activi-
ties in that lease area. R

The Committee recognized three problems that might occur in utiliz-
ing the percentage leasing sistem. s bidding under the system goes to
the highest bidders for each one percentage share, the different suc-
cessful bidders could have paid different amounts for each one per-
centage share, Their inferests and incentives would, therefore, be dif-
ferent, depending on whether or not their bid was higher or lower than
the average successful one. To avoid these problems, paragraph (5)
(A). provides that the Secretary of the Interior is to average out the
price per one percentage share of each of the successful bidders. This
average ;}rice would be the price actually to be paid by such successful
bidders. If an individual whose bid is less than the average decides not
to pay the additional amounts required, he. is to receive back his de-
posit and his rights and obligations are terminated. It is expected,
however, that any individual who bids below the average share, noting
the fact that other companies bid above the average share, would most
likely agree to pay the additional amounts. .

There is, of course, the possibility, either at the time of the initial
lease sale, or through the refusal of bidders below the average to pay
the additional amour:s, that 100 percent of a lease area would not
actually be bid. Paragraph (5) (B) provides the procedure in such a
situation. The additional shares not bid would be offered to the suc-
cessful bidders. If, even after this procedure, all the shares are not
“sold, the Secretary shall offer any remaining shares to the highest in-
‘terested bidder whose bid was not accepted at the initial bidding proc-
¢ss. He may purchase a number of shares up to the number for which
he originally bid. As with all other one percentage shares, any addi-
tional shares are to be sold pursuant to the price averaging procedures.

Under any bidding system authorized by this section, a bid might
be the highest and still not be sufficient in the opinion of the Secretarg
of the Interior to provide fair return to the United States for its OC
resources. In such a situation, as is the present law, the Secretary may
‘refuse to award the lease to such highest bidder. The Committee was
concerned that the came problem might occur after the averaging out
of the price of the percentage shares, the possible elimination of some
of the lower bidders, or the offering of remaining shares to a smaller
number of bidders, under the percentage leasing system. Paragraph
(5) (C) of this subsection therefore makes it explicit that the Secretary,
through regulations, is to provide that a lease sale using the percentage
leasing system is to be cancelled if the total amount paid for all shares
does not represent a fair return to the government.

Purposes of Alternate Lease Systems

The purpose of allowing use-of all these new bidding options is to
«letermine what system, and in what situations, provides the best means
to lease our federal resources on the Outer Continental Shelf. Some
witnesses before the Committee indicated that the high front-end
bonus bids may have created a barrier to the entry of small and me-
dium-size oil firms, as well as other potential explorers, to the OCS ac-
tivity, and that these types of bids do not, after the completion of ex-
ploitation of a lease area, provide a fair return to the government.

70-512 0 - 16 -1
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Others, including representatives from the Interior Department and
some of the oil companies, indicated their satisfaction with the present
front-end, bonus system in that it provides for rapid exploration and -
recovery of resources and has worked so as to provide maximum reve-
nue with no risk to government, and with ample opportunity for all
to participate. )
ubsection (a) contains several means to determine and resolve

this dispute. First, standards to be applied by the Secretary in select-
ing bidding alternatives are provided. The standards include pro-
viﬁing fair return to the federal government, increasing competition,
insuring safe uperations, avoiding undue speculation, avoiding un-
necessary delays in exploitation, discovering and developing resources
in an eflicient and timely manner, and limiting administrative bur-
dens on both government and industry. >

- Second, to secure as much information as possible as to the effect
and value:of alternative leasing systems, the Secretary is permitted
to require bids-to be submitted under more than one bidding system.
The successful bid would be statistically or randomly selecter g0 as
to avoid the ibility of false bids beinjy submitted. Authorizing se-
lection of a bid in a random manncr; for statistical pur , would
avoid a challenge of such selection as being arbitrary and capricious.

Third, the Secretary is authorized to require each bidder to submit
bids in accordance with more than one bidding alternative, and then
is authorized to select the bid that best satisfies the standards to be ap-
plied. Unlike the first multiple bid procedure, which is to be for
statistical dpurposes, this multiple bid procedure would be to obtain
the best bid.

Fourth, the Secretary would have to use in at least ten percent of
the total area offered for lease each year during the next five years, in
frontier areas, one of the new bidding systems. This provision is to
assure that the new leasing systems would be tried. There is a very
limited “escape hatch.” If In any year, the Secretary can demonstrate
to the satisfaction of Congress that using new systems in ten percent
of the lease areas offered would unduly delay efficient development, re-
sult in less than a fair return to the government, or reduce competition,
he could utilize less than ten percent. The satisfaction of Congress
would have to be expressed by a resolution of approval passed by doth
the Senate and the House within thirty days. It was the intention of
the Committee by this limited exception to strengthen the mandate
given to the Secretary to require him to use bidding systems.other
than the cash bonus bid.

Finally, the Secretary is to annually report to Congress as to his
use of the various bidding options. In addition to listing all previous
and anticipated lease sales, he is.to evaluate the benefits and costs
associated with conducting lease sales using the various systems, to
explain .wh.y any particular bidding system is not or will not be used,
to explain if bidding systems other than the front-end and cash bonus
bid were not actually used in areas aptually leased, and to analyze the
cggaplhty of each bidding system to accomplish the standards for
bidding.

Joint Bidding Restrictions

.. While there is no provision in the OCS Act of 1953 as to limiiing
joint bidding, the Secretary has prohibited, by regulation, any joint
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bid, where more than one of the joint bidders controls, directly or
indirectly, an average daily production of 1.6 million barrels or more
of oil or its equivalent. The recently enacted Energy Policy and Con-
servation Act, P.L. 94-163, 89 Stat. 871, 42 U.S.C. 6213, requires the
Secretary of the Interior to preclude joint bids on OCS leases when
more than one of the joint bidders is chargeable with production of
1.6 million barrels, or more, of crude oil or its equivalent, per day.
However, the Energy Policy and Conservation Act allowed the Secre-
tary of the Interior to exempt any joint bidding prohibition for leases
in frontier high risk, or high cost areas.

Most future Quter Continental Shelf activities will be in frontier
areps. Moreover, the more risk in the lease area as to finding resources,
thzlower, rather than higher, the bid would be, and thusthe less, rather
than more, there will be a need for capital from more than one large
company. The Committee was concerned that the Energy Policy and
Conservation Act might be construed, improperly, in light of the
intention of Congress, to eliminate the present prohibition of joint
bids in appropriate circumstances. To clarify an('l enact into positive
law the intent of the Committee, paragraph 7 of subsection (a) pro-
vides that the Secretary is to establish regulations permitting joint
bids in appropriate circumstances. The regulations, however, cannot
allow joint bids where more than one of the joint bidders controls
directly or indirectly an average daily production of 1.6 million barrels
a day in-crude oil or its equivalent. To encourage competition, a larger
company is permitted to combine with any number of smaller com-
panies, but is to be precluded from combining with another large oil
company in bidding on a lease. What is a large company, for these
purposes, is left to the discretion of the Secretary. The Secretary has
recently adopted the 1.6 million barrel per day standard, and the
value of this standard in promoting competition has not been ade-
quately tested. Thus, the Committee set this figure as to the maximum
amount to be used to determine what is a large company. However,
as more information is obtained, the Secretary is given the discretion
to set a Jower barrel per day standard, by regulation.

Because percentage leasirig systems involve companies actually
exploring, developing and producing together, paragraph (7) almost
totally precludes any joint bid for a percentage share. However, there
may be cases where silent economic partners wish to bid, but do not
wish to participate in any decisions. The addition of their capital may
mcrease competition in the bidding of percentage shares. Therefore,
the Secretary may permit joint bidding in a percentage leasing when
‘he specifically finds it necessary to promote competition.

Lease Size Limitation Lifted.

Subsection (b) of the amended Section 8 provides for the terms of
a lease. Under the original OCS Lands Act of 1953, a lease was to be
for 5,760 acres. However, the Committee learned in its testimony that
acquiring leases for that amount of acreage might lead to inefficient
exnloration and development, and nossible administrative burdens
to both the government and potential lessees. Tdeally, structures or
geological trape containing reserves. of oil and natural gas should
be explored, developed and produced as an entity, thus providing the
most efficient exploitation. However such structures or traps might
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be so large that only a few companies would be able to afford to bid
and develop such leases, and thus, competition would be minimized.
Finally, leasing of overly-large aress might avoid more than one
exploration strategy, and thus preclude discovery and the efficient
development of resources. To resolve these problems, paragraph (1)
of subsection (b) eliminates the 5,760 acre limitation and provides
that a lease can cover any area designated by the Secretary, whether
on the basis of the entire geological structure or trap, or on the basis of
a reasonable economic production-unit, .

The present OCS Lands Act provides that a lease is for a period of
five years, and then as long thercafter as there is production or ag-
proved drilling operations. Concern was raised at:the hearings of the
Committee that in some areas of unusually deep water or adverse
weather conditions it might not be possible to complete exploration,
even if the lessce was duly diligent, within the five-year period. On the
other hand, it was feared that providing for ten-year leases might dis-
couruge prompt exploration activities. Paragraph 2 of subsection
(b) provides that a lease is to be for five years, and may be extended
for gve additional years, if necessary to encourage exploration and
development in arcas of unusually deep water or adverse weather
conditions. As in the original provision, a lease or extension is to
continue beyond the five-year period or periods, as long as oil and
gas is produced or approved drilling operations are conducted. To
assure expeditious and proper exploration, no five-year extension can
be granted if the Secretary finds that the lessee has not been duly
diligent. in his exploration activities during his five-year lease term.
Thus, if a lessee is acting expeditiously in an area, but because of
climatic conditions or extreme water depths, he cannot complete his
exploraticn, he will ordinarily receive an extension. If, however, he
is found to not be diligently exploring, no extension would be
permitted.

Certain other specific provisions are required to be included in any
lease. A lease is to provide that the lessee pay the value as determined
by the bidding system utilized in the sale of his lease; to provide that
the Secretary of the Interior can require increased production under
certain circumstances; to entitle the lessee to exploit the resources in
his lease area; to provide that the Secretary may suspend or cancel
the lease in circumstances described by regulations issued pursuant
to this Act; to require that the lessee exploit the resources in his lease
area with due diligence and in accordance with the development and
production plan approved by the Secretary of the Interior; and to
rovide for payments of rentals. In addition, other provisions may
%e included in a lease prescribed by the Secretary at. the time.of offer-
ing the area for lease.

Anti-trust Review

Subsection (c) of the amended Section 8 is designed to insure that
the issnance or five-year extension of a lease is not anti-competitive.
The Attorney General and the Federal Trade Commission are to in-
dicate to the Secretary of the Interior what type of information they
need in order to determine-whether a lease or extension would be anti-
competitive. Thereafter, the Attorney General and the Federal Trade
Commission are to receive specific notice, in the terms agreed upon,
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from the Secretary of the Interior prior to issuance of a lease or the
granting of a five-year extension. The Attorney General and the Fed-
eral Trade' Commission have thirty days to review /'this notice and
take whatever action one or the other, or both, deteriine to be appro-

riate to insure free enterprise competition, The leasz can only be.
1ssued or extended at the conclusion of that thirty-day period. Failure
to act within the thirty days does not provide any type of immunity
or defense to a later civil or criminal suit under the antitrust law.

Due Diligence Requirements

Subscction (d) requires that the Secretary of the Interior make
a finding that any lessce, about to be awarded a lease, or applying for
an extension of a lease, is complying with all the due- diligence re-
(Auirements on all leases currently in his-possession. Unless such &

nding is made, no extension or new lease may be granted.

The purpose of this subsection, and the purpose of the earlier
provision in subsection (b) (2), requiring due diligence to be demon-
strated on a lease in order to get an extension, is to sugplqment those
subsections dealing with cancellation of a lease for failure to comply
with applicable regulations, such as those providing for rates of pro-
duction. No compan{ should be able to withhold resources from the
Outer Continental Shelf by improperly shutting in wells or delaying
exploration or production. If a lessee acts in conformance with an
exploration plan or development plan, as defined by regulation, and
apgroved by the Secretary, he is, of course, acting with due diligence
and would not be deprived of a lease or extension.

It is intended that the prohibition on the granting of a lease or an
extension because of Jack of due diligence on other leases would be
in effect only so long as the company continues in violation of due
diligencz requirements. Thus, any potential lessee is not disqualified
from participation unless his own current actions indicate that he
is unwilling or unable to abide by the provisions of this Act, appro-
griate regulations, and appropriate lease terms, which describe due

iligence.
Federal-State Joint Leasing

Subsection (f) is intended to establish a procedure for the orderly
and_efficient leasing and development of Outer Continental Shelf
lands contiguous with state tidelands. While the issue of jurisdiction
over offshore lands has been resolved by the United States Supreme
Court in United States v. Maine, 420 U.S. 515, 95 S. Ct. 1155 (1975),
the problem of drainage of state resources by a lessee operating on
the Outer Continental Shelf has not been so resolved. i

Subsection (f) provideés that, at. the same time he solicits nomina-
tions for the leasing of lands within three miles of the seaward boun-
dary of the coastal state, the Secretary is to notify the Governor of
that coastal state of the areas to be offered for leasing, characteristics
of the region, the best estimate of the amount of reserves in the areas
proposed for leasing, and the existence of any fields or geological
structures or traps 1n that area, but that overlap state tidelands.

If the Secretary of the Interior believes that an area nominated for
leasing contains a field, structure or trap which may be located both
within federal and state-owned lands, he is to offer the Governor of
the appropriate coastal state the opportunity to jointly lease the area.
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The Governor then has ninety days to determine whether he wishes
to participate, If the Governor declines the offer, the Secretary may
‘lease the federally-owned portion of the area. If the Governor ac-
cepts the offer, the Secretary and the Governor are to meet to work
out mutually accepted terms of a lease. As this is a lease authorized
under the OCS Act, it, of course, must be consistent with the provi-
sions of the Act and applicable regulations. Additional terms may be
included in the Jease so as to comply with state law, so lonF as thelsy
cannot r:asonably be said to be inconsistent with federal law. 1f
mutually acceptable terms of a lease are agreed upon by the Secretary
and the Governor, they are to jointly offer such area for lease. If,
after a reasonable period of time, such mutually acceptable terms are
not able to be agreed upon, the Secretary of the Interior may lease
the federally-owned portion of the area,

This joint Jease procedure does not introduce arbitrary delays. The

natural time-lags which exist between. the calling for nominations,
the receipt of nominations, and the acceptance of bids, are utilized as
the period for information to be supplied to the state, an offer to be
mcde by the Secretary of the Interior to the state, and mutually ac-
ceptable terms to be negotiated.
- The subsection specifically provides, and the Committee explicitly in-
tends, that the Secretary supply the Governor o